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SUBJECT: SHERIFF'S DEPARTMENT - INMATE WELFARE FUND 
FlNANClALlCOMPLlANCE AUDIT 

The Inmate Welfare Fund (IWF or Fund) is administered by the Sheriffs Department 
(Sheriffs) and governed by the Inmate Welfare Commission (IWC), made up of private 
citizens appointed by the Sheriff. The IWF receives profits from sales of items and 
services to inmates and the public (e.g., commissary sales, inmate telephone services, 
etc.). IWF monies are used for the benefit, education and welfare of inmates, and for 
jail maintenance. 

At the IWC's request, we contracted with an outside Certified Public Accounting firm, 
Moss, Levy & Hartzheim, LLP (MLH), to conduct a financial/compliance audit of the IWF 
for fiscal years 2004-05, 2005-06 and 2006-07. Specifically, MLH's audit was intended 
to express an opinion on the IWF's financial statements, and determine whether the 
Sheriffs properly accounted for and disbursed IWF funds. MLH conducted the audit 
under the Auditor-Controller's Master Agreement. 

MLH's report (attached) indicates that the IWF financial statements present fairly the 
result of the Fund's operations. MLH's management letter for the audit included no 
material issues. 

MLH did identify some opportunities to strengthen the Fund's internal controls and 
operating efficiency. For example, ensuring that the IWC has an accurate estimate of 
the Fund's projected revenue when they establish the Fund budget, cash receipts are 
deposited timely, vending company commissions are received timely, invoices are 
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stamped "Paid" to help prevent reuse, and the Statement of Net Assets discloses the 
prior year fund balance. MLH also recommended the Commission acquire different 
accounting software to increase the amount and accuracy of information regarding the 
Fund. 

MLH discussed the results of their review with the Sheriff's and IWC representatives 
who generally agreed with MLH's recommendations. Details of MLH's 
recommendations and the Sheriff's responses are included in Exhibit E of the attached 
report. 

Please call me if you have any questions, or your staff may contact Jim Schneiderman 
at (21 3) 253-01 01. 

Attachment 

c: William T Fujioka, Chief Executive Officer 
Leroy D. Baca, Sheriff 
Public Information Office 
Audit Committee 
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XNDEPENDENT ACCOUNTANT'S REPORT 
ON Al?PLYIPI'G AGREED-WON PROCEDURES 

Wendy I.. Watanabe 
Airditor-Co~itrnller 
County of l,os Angrles 
I,os Anjieles. Califorilia 

We tiave lierfor~ncd procedurcs on a liniitcd scope for tlie County o f  I..os Angeles Slieriff's Department 
Inrnatc Welfare Fund (IWF) for a selected period of July 1. 3004 tlirotlgll June 30; 2007 as o ~ ~ t f i n e d  i l l  

wc,rl\: order 7-55,4. Such procedures were agreed to by tlie County of Los A~igeles Departnicnt o f  
Auditor-Controller (County) and were perforrned solely to assist tlie County i n  evaluating the i11rer11al 
coiltrols over ievenues and expenditures, and the fitiancial reporting syster.11 of tlic County O F  Los Angeles 
Slierifl-s Department Inmate Welfare Fund. 

'1-liis agsei?d-llpon procedt~l.es cngagernent was cor~ductcd in accordance with attestation starldards 
cstahiisiicd by tlic i2mcricriti 111stitute of  Certified Public t2ccor1ntants. The sl~fficiency of these 
procedures is solely the responsibilily o f  tiiose parties specifiecl in this report. Consequently, we make no 
reprcsenratinn regarding thc sufficiency of the procedures described below either for the purpose for 
tvliicli this rel3oi.t ha? heen requested or for any other ~)url~ose. 

We agreed to perform the follo\t.ing procedurcs and report our fndings accordingly: 

1. Review the financial statemiltnt formats and  make reconime~idatiotis Lo improve functionality, 
Inyolrt. ease of understanding, terrniriology, and the requirewent ror each statement prepared. 

(1. Determine if additional finaricial statements or reports sliould be prepared and submitted to the 
I ~ l ~ n a t e  Welfar-e Fund Comt?iissio~i (11VC). 

I l l ,  Dcteriiiine if all cnrrcnt or proposed financial slateinents con~ply with the Municipal Finaiicinl 
Officers Association guidelines. 

1V. Rrvicw and r~iake rccommeridatio~is to improve the disbursement process. 

V. Obtain Financial stntcmcnts and source documentation to determine yearly expenses for 
maintenance or Collnty factlitics consistent with Penal Code Section 4074(e) for fiscal years 
7005-07 

VI. Evaltiatc arid make rccomniendations to stre~lgthen the internal corltrols over resenus and 
c\penditures. 

The fii~dirigs resulting from ottv agreed-upon procedures are described i l l  Exhibit E of this report. 
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wcre riot engaged to, and did not conduct an esa~nination, the objective o f  wliicl~ ~vould be the 
expression of' an opinion on the Cou~ity of Los A~igeles Sl~eriFt's Department Inmate Welfare Ftind 
compliance with County rec~uirements. Accordingly. tl1e d o  not express sucli an opiniol-1. I-lad w e  
pw'f~rrned additiotl~l procedures, other tnattcrs might have come to our attelltion that would have bcen 
reported lo you. 

This rcport is intended solely for the informatioil and use of the Cor~ntJi of Los Angeles. Auditor 
Controller- (Audits Division). ancl the lninnte Welfare Commission (TtSrC) and is  not intended to be and 
should not be used by anyone othcr than these specified parties. 

MOSS. LEVY & HARTZI-IEI\,l. LLP 
Hc\~eily Mills, Calihl.nia 
April 30. 2009 
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In  pIanning and pertbrming our audit of the financial statements of the Courlty of Los Angeles Sheriffs Depnrtnient 
(Sheriff) Inmate WelFire Fu11d (IWF) far tlie fiscal years elided June 30, 2005, 2006, and 2007 (on which we have 
issued our reports dared April 30. 2009), we considered the Sheriffs internal control in order to determine our 
arlrliting proceriures [or llie purpose ol' expressing an opinion on the financial statenilents of tlie IUrF and not to 
pro\ide assrlrance on the internal cc>~~trol strtlcture. Sucli consideration would riot disclose a11 Inalters in the internal 
control slrnctt~re tltai migilt be material weaknesses undzr standards established by tlic A~ncl-ican Instihute o f f  ertified 
Pl~lllic ilccounla~its. 

A material \\~eak~less is a condition in which the design or operation of the specific internal control structure elen~ents 
iln not redirce to a relatively low level the raisIc tl~at errors or irregularities, in amounts tlial would bc material in  
relation lo Lhe fiiia~icial statements being andited, may occur and not be deiected witliir~ a tirncly period by crnployccs 
in tlie ~~orrllal coilrsc of performing thcir assigr~cd functiot~s. We noted no matiers invotvi~tg the infernal cot~trol 
structure and its opei.aliorls that we corisider to he material weaknesses as defined above. 

tlowever, during olir a~rclit we beca~ne aware of several matters tha t  are opportunities fsr strengthening internal 
controis and operating eficiency. Exhibit E that accompanies this lcttcr summarizes our coinments and 
rect~inmendations regarding those nintlers. 

MOSS, LEVY & HARTZHEIM. I,LP 
Beverly Hills, Califorilia 
April 20, 2009 



COUNTY OF LOS ANGELES SHERIFF'S D E P A R T ~ , N T  MMATE WELFARE FbVD 
FINANCrn REPORTENG 

EXHIBIT A 

-rile iWT: (Inmatc Welfare Fund) submits the following financiaf statements monthly to the IWC (Inmate 
Welfare Comrnission): 

I .  Statemcni of Net Assets -. This statement contains the assets (cash, anticipated revenues), 
liabilities (vouclicrs payable), and net assets. TIiis is a calculation of the projected excess of 
revenues over expenditures, enc~~mbrances, and approved and comniiited requests for (lie fiscal 
year. 

2. Cash Balance Scliedule - This schedule lists the achral revenues receivecl and cspeiiditl~res 
dishursecl (year to date) kom fiscal yeas operations of the inmate programs and fi~cilitics 
infsastr~rcture during the fiscal year. Tliis nct amoutit is acldecl?'(subtractei~) fror~l tlte cash bnla~icc 
arid the eliding cash balance to date is calculaied. 

3 .  Scliedule of Revenues - This schedulc is an itemization of tlie ycar to datc inmate programs arld 
facilities i~iliostntctiire revenues rcccivecl by revcntrc categories. 

4. Statement of Expenditures - This schedule is an itemization of tlie year to date intilate programs 
and Facilities cspendifrlres by expenditure categor-ics. 

5. Sclieduic of Aiiticipated Revenues - This schcdule sllc~ws tlie anticipated revenues for tlic fiscal 
year (by catego~y) and sliows the difference between the anticipated revenues to the actlral 
revenue received (wliicl~ flows fro~n tile Schedule of Revenues). 

6. Sclicdulc of Due Fro111 Other Funds -This sclledule is an itemization of  the year to date money 
d r ~ c  From other- frlntis ('within tlie County) to the inmate programs and facilities infi.ast~.ucture. 
The rota1 aniount of due from other finds flows to tlie Closing Siatenient of Net Assets. 

7. Schedule of Due To Other Funds - This schedule is an iiemization of the year to date money due 
to otlicr kunds (within the Co~lnty) horn the inmate programs and facilities irifrastn~cture. Vie 
total amount ofdue to other ftrnds flows to the Closing Statement oFNe( Assets. 

8. Sclledule of Subject to Caliccltation - This schetiulc shtlws the year to (fate tot81 nppro~;ecl 
requests and sequisitior~s that are sub,ject to canceltatiot~ (thc portion ot'unreservecf net assets). 
'T'his total flows into the Statement of Net Assets, 

9. Scliedulc o r  Nor Subject to Cancellation - T h ~ s  schedule shows the year to cialz totill 
c~icurnbrances that are not subject to cance'llation (the port~on of reser.ied net assets). This total 
flotvs into ilie Statei~~cnt ofl';et Asscts, 

10. Schedule of Encuriibrances Against Al~l)roved Requests - This is an itemizatiorl of ilie innlntc 
j'rograms and facilities inkast~.ttcture encu~-ribrances that make up (.lie reserved net assels. 7'liis 
total flaws into tlie Scliedule oTNot Subject to Cancell a t' ton. 

I I. Scliedule 01- Approved Requests - Tliis IS an iteniization of tlie ilunate programs and lhcilities 
infi.astl.ucture requcsis that make up tlie unrcsenzed net assets. Tliis total flows into the Scliedule 
of Subject to Cancellation. 

11,. Schcclule of Encurnhmnces - Tiiis is an itemization of tlie irlrnate programs and facilities 
~r~li.astruct~rrc enct~nibrances that make i ~ p  the unreserved tlct assets, This total Ilous iilio the 
Schedule of Sllbject ro Cancellation. 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT Ih%I-ATE WELFARJ3 FUND 
FJXANCIAL REPORTING 

EXf-WIT A 

The fiW (Inmate Welfare Fund) submits the following financial state~nellts mont1ii-y to the rCVC (Inmate 
Welfare Cornmission) (Continued): 

13. Schedule of Requisitio~ls - This is an itemization of the inmate programs and facilities 
infrastructure requisitions that malie up the unrcserved net assets. This total flows into tlie 
Schedule of Subject to Canceilation. 

14, Sclledi~le of Accounts Payablc - This is a11 ite~nizatio~l of the inmate pr-ogranrs and facilities 
infi-astructure accounts payable balance year to date that flows into the Closing Statement of Net 
Assets. 

IS. Schedule of Vouchers Payable - This is an itemization of the inmate programs and facilities 
infrastnicture vouchers payabie balance year to date that flows into the Statement of Net Assets. 

16. Schedule of Fund Balance - 'Tiiis schedule is period at year elid and it shows l l~e beginning ftmd 
balance m~d the year to date revenues and expenditures that are being closed out to tlle fund 
baiarice in order to arrive at the current fund balance. This total flows into the Closing Statement 
of Net Assets. 

17. Reconciliation of Enct~rnbrances in Financial Stalenzents wit11 Total Lncurnbrances in CAPS -- 
'This schedule reconciles the total encu~nbratlces to date per the financial statements to the tolal 
encumbrances sho-ria in the County eCr\PS system. 

18. Workslieet tbr Approved Requests for h~mate Welfare Fund - This is a detailed itemization of all 
activity that occurred period to date that affected the approved requests, The total of this 
\trorksheet flows into the Sclledule of Approved Requests. 

19. Inmate Welfare Fund - Worksheet for Expenditures - This is a detailed itemization of all 
expenditure activity that occurred period to dale (organized by account number and by 
transaction date). The total of this worksheet flows into the State of Expenditures. 

Tltese financial statementslschsdules are provided as tools to assist the IWC to evaluate the a\,ailai-tility of 
funds for- the approval of new incnate propam expenditures througllout the fiscal year. \Ve reviewed the 
above financial statements and documented our recornmerldations pertaining to tile statements and schedules 
in Exlibit E. 



COUNTY OF LOS AjllGELES S m m F ' S  DEPARTmNT INMATE WELFARE FUND 
ADDITIONAL PIDtTANCWL STATEMENTS, SCHEDULES, AND REPORTS 

ErnIrBIT B 

fn order to effectively oversee the IWF innlate program, the IWC requires information on the financial 
positioil and results of operations o f the  IWF tl~rougl~out the fiscal year. We recommend that the following 
financial staternerlts be stibmitted on a monthly basis to the 1WC: 

I .  'fonthly balance sheet 
2. h~tonthly statenlent of  revenues and expenditures 
3. PYlontl~lj, statement of  expenditures by project 
4. Revenues and expenditur~s comparative schedules (irlcluding prior t-wo ycars revenues and 

expenditures) for the respective month that is being submitted to the IWC 

The N f F  sl~ould also submit year to date comparative scliedules oi'thc balance sheet, statement of revenues, 
and statenlent of espcnditures illat shows the ending balances for tile prior L~vo ycars will1 explanations of  
variances. 

Please see Exhibit E for further discussiut~ and recommendations that apply to the filla~lcial statements that 
are presented to the IWC, 



COUNTY OF LOS ANGELES SHERIFF'S DEPAKTMENT INMATE WELFARli: FUND 
YEARLY MAINTENANCE EXX'ENDITURES 

EXE-lfSIT C 

We obta~ned financial statements and  source documentation to determine if tho maintenance expenditures 
of  the County facilities are consistent with Penal Code Section 403-4(c). Pleasc see Exhibit E for further 
discussion and rccorntne~idat io~~s  relating ti3 these expcnditrrns. 

T i ~ e  following is tijc total maintenance cspendittrrcs i b r  tllc I?scal ycars ended June  301 2005, 2006, and 
2007: 

Maintenanci: - 
Structures, 

Fiscal Ycar %Taititc~>ance - Improve~iients. 8 Maintenance - 
Encieci .June 30. Equipment Grounds Total 



COUNTY OF 1;OS ANGELES SImWF9S DEPARTMENT IiWIATXi: WELFARE FUND 
INTELYAL CONTROL PROCEDURES 

EMmKrr D 

lnnlate Scr~ices  Unit accounts pnvablc purcliase ori~i~lntiorl  and approval process (~reater than 
$5,000): 

Tflc requesting unit prepares a rnemo requesting tile purchase of a good. T11c menio is date stamped and 
entered into the correspondence log. 

The mcnto is foruv~rded to the Sheriff's Depar-tinent Inmate Services Unit (ISU) for review and approval. 
The ISU reviews the rnemo and either approves or de~iies tile request based on Penal Code 4025 and 
4025.5. 

ff the request is denied, the requesting unit is notified. If the request is approved by ISU, ISU staff will 
process the request for the Inmate Welfarz Con~mission appl.oval process. 

Once the request is approved by the nVC, an &VC nutnber is assigned to the reqtiest and tlie requesting unit 
is notified. h t  this point. the procurement process begins. The request is logged into the ISU's records and 
it is reviewed. 

The request for purchase is sent to the Internal Services Division (ISD) and ISD reviews the reqrrest. The 
ISD wili thcn send out for bids and set up a p~trcltase order number. The goods are then ordered, 

ISD tvill se~lri Llle ISU a copy of tlie request with thc corresponding purchase ordar nulliber. 

Once all the goods have been received, the warehouse will clleck the itents wit11 the paclcing slip and sign 
off the packing slip. 

After receiving tlie invoice, tlie purchase is ready for a 3 way match (behveen t l~e invoice, packing slip, and 
cornpleted paper work with the ISU Iieutenant's approval compliance check shcet.) 

A copy of the completed pi~rchase order is filed at the ISU and the original docunients are sent to tkc Fiscal 
Accorrnls Payable Depru-tment. 

Xamate Set4ces Unit accor~nts payable purchase orisrillation and a ~ p r o v a l  process (less than $3,000): 

The requesting unit prepares a requesting memo and a procurement request form with an attached quote. 
This is sent to tlie ISU. The documents are date stanped and entered into the correspondence log. 

A rnernber of the accounting staff attaches a f h d  available sheet to the doct~rnentatio~~ so that it could be 
reviewed. 

The ISU receives the dncumerltation and the ISU's lieutenant approves or denies the recltlest based on Penal 
Code ff4025 and 4025.5. If the request is denied, the requesting unit is notified. 

If the request is approved, tlte procurement process is started. 'The request forin is approved by the ISU's 
Sergeant. 

A purchase order is issued and the order is placed. 

Once all the goods have been received, the warcliouse will check thc items with the paclcing slip and sign 
off the paclcing slip. 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INMATE WELF& FUND 
INTERNAL CONTROL P R O C E D W S  

EXHIBIT D 

Inmate Services Unit accounts pavable purchase origination and npprovnl process (less t h ~ n  S5,OOOf 
(Continued): 

The procurement staff cvill gather the pacliing slip and docu~nents pestainirlg to the order (including the 
illvoice) so tllat i t  lvill be ready for a 3 way match (hchvecn lllc invoice, packing slip ancl completed paper 
c\;orlc wit11 Lhe IS[: lieut~nant's approval con~pliance check slleet). 

A copy of tlie colnpletcd purchasc order is filed at the ISU and the original documents are serit lo the Fiscal 
Accounts Payable Depertmclit. 

Inmate Services Unit accounts pnynble purchase oripinntion snd approval process (internal purchase 
that is less than S5.000): 

Tllc requesting ~lnit ~vill eiriail or providc a writtcn rcquest to tlie procurement staR' at the ISU for the 
purcliasc of tlic goods. 

The accountant at the IS1.j will ;iltnci~ a fund available sheet for the ISU Sergcanl's approval 

The ISU Sergeari.1 will approve or deny tlie reqi~est based on penill code $4025 and 4025.5. If [lie req~lest is 
dcnied. ilic requdsting unit is notified, 

If the requcst i s  approved, the procurcment process is started. A p~ircliase order number is issued and the 
cil.dcl- is placed cvitli tllc vendor. 

Once l l ~ e  goods are received. the .it;arehouse ~ v i l l  checli: the items with ihc pacliin s!ip aricl sign off on the 
packing slip. 

l l l e  procurc~lient staff will tlier~ gather the packing slip and all documcnls pertaining to the ijrder (iilcluding 
tlic invoice so t l~at  the docur~ierits will be ready For a 3 way niatch ('battveer~ tile invoice, packing slip, and 
co~npletcrl paper worlc with the ISll L,ieutenant's app~*ovai corngliancc check slleet). 

11 cop! of the coinplcted purclinse orclcr is filcd at the 1SU. The original docur~ienls are sent to tlic Fiscal 
Accoutils Payable cle11arrtrlent. 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INMATE WELFARl? FUND 
TNTERNAL CONTROL PROCEDURES 

EXHIBIT D 

Expenditure control procedures at fiscal administration: 

Stafr reviews all itelns tliat are procured from non-agreement veildors in order to ver ie  that an existlng 
purchase agieen~ent is not in esistcnce. 

Appropria~e Srrpervisory review is perforriled on afi purchases to ensure that purchases do not exceed dollar 
arnouuts established by ISDIPCS. Prior to making a purchase or firlance of equip~nent for a good with a 
unit cost of lf;750.000 or more, the purchasjlig department ohtailis approval from tlie Board of Supervisors 
I-rcrorc sohmittirtg the reci~iisifion to JSDJPCS. Any changes or rriodilicatioris to purcliase orders or 
agrcclrients a1.e rnade oitly by ISDIPCS ant1 not by clepartrnental personltel. 

Counry staf'f cnalces s[ti.e ~ l l n ~  fraginei~tatiori of paynreni cfue is not done ill nl.der to cir'cuni\~enr the $100, 
$500. or $1 .(lo0 limits, 

Prior tn processing nri invoice for paylnerll, the purcllasing deparliner~t ur~its rriust suhrnit i~~voices,  pacliing 
slips, nrld pilrclis~se order (3 wa); match) For review. An; discrepancies are resolved prior to processing any 
~?i~yn~eiiis,  Special fiinds stuff verifics invoices to ensure tliat tlie unit price and terms of payirtent. are in 
accordance \r.itli the pur'chasc order, 

I f  rlie ni,igitial p~~rcljnse nrtler amount is below the liiial payrnent price aiid ihe variance is 10''h nr $500 
(\r.i?iche\,zr i:: less), ;lien tlic clcpartmcnt si~bniits a reqitcsi lo 1SD. 

Tlic espziidii!ires or  the clepartmenl are reconciled when the financial statements are prel~ared (on a monthly 
hasis). 

ill1 paynlants are niadc based on thc scheduled 11aynent date to prevent late payments. 'l-he '.Nan-Firialized 
Pny!iiciit Docllnient Rcquest" i-epoi-t is reviewed by the purchasing compliatice team staff to ensure tliat all 
tlic invoices arc eitiicr pracesscd or cleared fi.orn tile S ~ S ~ C T T I .  

A l l  i r i ~ n i c e ~  are i i p p ~ ~ ) ~ ~ ~ i  only by pcrsonncl who Iiavc direct kno'ivledgc oFtlie goods or sel-vices receivecl. 
Depiiri~nentai units rc~riew invoices and pacliing slips arid then are forwardecl to the Special Fund unit along 
L-iih il cotiipliance cliecli sheet that is includcd with ail paymenrs. 

Ct'lien a stop payment is required, tlic tlcpartmcnt sends a Ineiiio to the Auditor-C:ontrnllcr's General Claifris 
I;ecIion SO tlmf a stop payment can bc pl~ocessed. 

Tlii; departmelit cancels all crict~rr~brai~ces established 70s goods/services tliat will not be ordercci promptly. 
A cl:angc order is sent to ISD in ordei to cancel ari ericurnbrance. 

. . 
I hc departmen1 retains source docutiie~~ts (e.g.. invoices, rcpori rtf goods received, etc.) for at least tiw 

yews ((.)I. is sen1 lo storage) In accordarlce will1 Govern~nent Cocle 16907, 

Accounts payable.; are initiated. recorded. and approved by authosized inrIivitl~lals at year-end f a r  liabilities 
thal  arc incuneci in orle fiscal year. wl1icl? arc to he paid will1 the s~~bsequent  fiscal year. For goods ordered 
a r ~ l  in transit at fiscal year end, the espznditure and payable are recorded when ownership passes. 
Deparimental espenditure accruals are reconciled eacll month to the eCAPS. Unpaid invoices are 
r-nonitc~rzd to erlsitre payments are made in n timely 1rlnt1t1er. 

Erlcurnt~rai~ce halances are only increased during tlic liscal year that the encumbered amounts were issued. 



Flow Cliart Sor Inmate Services Procure~rlent Process Ulider $5,000 (Internal Purchase) 

Services 
Unit 

prpcurement staff for Ib.2 
purchase of Ilia good 

Have the sccountent 
allach a fund available 

sheet for the 
Sergeanl's approval 

approval or denial. Sergeant dslerrnines if 
this request is an applicable purchase per 

penal code W025 and 4025.5 

staH requesting 

4 

Approved 

Wait for vendor Lo send Issue a purchaso Prepere Ihe procurement 

~lems along with packing slip order number and process; log procurement 

good from a vendor 

A! this point. Itie p o d  tias The v~arehol~se will 
boon received along w~lh  the check llie items with tine slip and other documents pertaining to 

packing slip and all related ---+ packing slip and sign off l\ the order (including the invoice). 

/paper work regarding Itie order I \ the packing slip / I I 

File a copy of the 
ccrnpletc.d ,/ 

/ 

purchase order. v 
the invoice, packing sl~p, and 
completed paper work with the 
Lieutenant's approval 
compliance check sheet. 

Send original 
documents to Fiscal 

Administration 



Flow Chart fur Inmate Services I'rucurerneni Process Under 55.000 

Services 
Unit 

request form (with &:ached quote) from 
the requesting unit is sent to 1SU. Tile 

documiints are date stamped and 
entered into the correspondence log 

Have the accountant 
attach a fund available 

sheet fo: the 
I.ieutenant's approval 

.I. 
Lieutenant receives tile request iorm for 

approval or denial. Lieistenant determinss 
this requasf is an applicable purcliase --_I. 
per penal coje M025 snd 4025.5 

requesting good 

t 

Prepare the procuremenl 
process; log procuremsnt 

order the requested 
good from a vendor recordc-d good 

The warehouse will 

sterns along with pnckiny slip bmn received along with the check ine Items with the 

paper work regarding :he order lhe packing slip 

slip and other documents pertaining to 
the order (inc:uding the invoice). 

Ready for 3 way rnatcii between 

. . .  
Lieutenanl's approval 
compliance check sheet. 

Send orig~nal 
documents to Fiscal 

Administtalion 



Flo\r. Chart for Inmate Services Procurement Process Over $5,000 

Services 
Unit 

purchase. Memo is date 
stamped and ent6:cd inlo t 

correspondence log. 

L--,-------' 
approval or denial by determining i f  

request is an applicable purchase per 
penal code JAOZS end 1025.5 

Issue Inmate Lcleliare 
Commission (IWC) approval process 

requesting unit and 
fiscal administration 

ISD wtli review and send Prepare !he procurement 
out for bid; process process: log procurement 

wquast for a purchase into the records. review. 
order number; order and send t3 iSD 

reqneetod good -_- 
Wait for vendor lo send At ttiis point. the good has 

been received alorlg will1 the check [lie items v~ilh the 
paclting slip and ail rzlated pecking slip and sign ofi 

paper work regarding the ordsr j 

I r 
Ready for 3 way match Selwecn 
the invoic~, packing slip, and 

the order (including tlio invoice). 

co~irpleted paper work with the 
' Lieutenant's approval 
comp!iance check shsst. 

Y 

Send original 
documents lo Fiscal 

Administration 



COUNTY OF LOS ANGELES 
OBSERVATIONS ON INTERNAL CONTROLS AND OTHER h24TTERS 

EXErnIT E 

1. Finding - A v a i l a b m  of funds: 
In July 2000, tile Sheriff itnplelnented a new policy which cammarks fifty one percent of the annual 
Inmate Welfare Fund's (IWF) revenue to be expended For progralrls fbr the benefit, welfare, 
rehabilitation, and education of jail inmates, and the rertlaining forty nine percent of the annual nfl 
revenue to be expended for jail maintenance. The Inmate Welfare Commission (IMfC) retains the 
authority to review and approve expenditures relating to inmate programs. The authority to review ant1 
approve expenditures relating to jail maintenance is given to the Sheriffs Department Correctional 
Service Division? Coullty Counsel, and the Budget Authority. 

As a result of the policy, the amount of funds available for either program or jail mainterlance depends 
on the level of annual revenues each year. The Sl~eriTPs Fiscal Administration allocates the budgeted 
revenue at the beginning of each fiscal year between innlate programs arid jail maintenance. Wit11 the 
exception of the budgeted reimbursement of educatio~lal expenses, which is allocated one hundred 
percent to inmate programs. fifty one pcrccnt and forty nine percent of all other revenues are allocated 
to inmate programs and jaif maintenance respectively. 

111 order to assist the IWC in tracking tlle onzount of funds available for jjnn~ate program expenditures 
throughout tlte year, tile Fiscal Administration suhmits financial statementslschedules to tile Innlate 
Welfare Commission. I-Iosvever, the anticipated revenue "balance" in t l~e  statement of net asscts is 
calculaled usirtg the difference between the budgeted revenue arnount (wllicb is not adjusted duri~ig the 
fiscal year regardless of the le\lel of actual revenues) and the actual revenue recei\led during ille year. 
Because of this, the Inmate Welfare Commission will not have an accurate overview of revenues when 
determining the use of revenues tvitliin each fiscal year. Additionally the actual revenue received does 
not take into consideration the accruals of certain revenues that are received after year end (such as 
telephone commissions) and so t l~e  anticipated revenue "balance" does not reflect the true difference 
between the budgeted revenue amount and the actual revenue. Please see Finding #3 regarding the 
improper recognition of revenue.. 

Recomn~endation: 
In order to provide fu~?lie~ information that the Inrnate Welfare Commission can use when dctcrmining 
the use and anloullt of expenditures for the Ir~irrate Welfare Fund, the Statelnent of Net Assets should 
include the prior year fund balance. Additionally, the anticipated revenue (which 1s essentially the 
accounts receivable balance) shol~id properly be adjtisted to reflect revenue adjustments that occur 
ti~~.oughout the yea1 tf~at relate to the iunoi~nt of revenue tllat will be received f o r  a given fiscal year. 
'I his along with the proper recognition oF revenues (see finding lk3) will provide a inore accurate 
outlook that may be utilized by the Inl-ilate Welfare Commission. 

Response: 
The Department, will discuss the reconlrnendation with the Inmate Welfare Commission. 

2. Findine. - Manual processing and colnputing used to account for ItW fi~nds: 
The County tracks the financial transactions of all C o ~ ~ n t y  Funds. including the Innlate Welftdre Fund 
in the eCAPS system. The eCAIJS system generates financial data by listlng the activities and 
balances of each account. In order to co~npife financial statelncnts for the IWF, the Fiscal 
Administration manually inputs tile monthly activity of the ILW into excel spreadsheets and man~lally 
prepare the Inmate Welfare Fund's financial statements fiom these excel spreadsheets. This manual 
processing and conzputing is an inefficient process. Additionally, i t  is cliffScult to view the detailed 
transactions for the IWF in the excel spreadsheets, as the excel spreadsheets arc kept montllly (with the 
prior month's amount. represented by a total preceding the current montll's activities). Bccause of this, 
users are not able to obtain valuable reports such as: ( I )  a consolidated fiscal year transactions detail 
and (2) account specific details for the year for multiple montl~s. Additionally, if a uscr wanted to 



COUNTY OF LOS ANGELES 
OBSERVATIONS ON INTERNAL CONTROLS AND OTHER MATTERS 

EXHIBIT E 

3. - Findin? - Manual ~o_gs_s_&rnrid c o r n p ~ ~ t i n ~  used to account for iWF F~rnds (Continued): 
search for specific transactions, the user \vouId have to go tl~rougli each month's spreadsheets in order 
LO manually find [tie information lic/slie was looking for. Also, as the infot8rnation i s  Icept on excel 
spreadsheets instead of a accounting based sofiwars, tlie possibility for human errors i s  increased. And 
lastly, t:lle ability to limit the access to spccific cornponcnts of the accounting information is not 
possible with tlie ctjrrent syste~ii as escel spreadsheets lack the flexibility to limit access to specific 
arcas i n  tllc IWF accounting information. 

Rccomriicridation: 
Thc fn~natc Welfare F~uid s l lo~~ld  acquire an accounting system that is specifically designed Tor 
~overn~nenta l  orgarrizations and has the capabilities to perfcwni the tasks statect above and any other 
&, 

tasks that are dcerned beneficial to the Inmate Welfare Fund. This wo~tlcl increase the arnoulit of 
iriforniatjoii nvailnblc to the Inrnatc Welfare Fund, decrease the amount of tirrle involved in tile 
preparation of reports and data, decrease the possibility of human errors, and increase tlie security 
ilesihiiity of IWF accounting ini'nr~nation. 

Response: 
The Dcpartrnent mill discuss (lie reconimenclntion \viih Inmate Welfare Cornmissioi~ to consider 
available alternativcs. 

3 ,  Findine -- Llntinielv refund of IWF nioriies: 
I n  order to provide cducatiorial prograrns for adults in the County Jails, tlie IWF entered into an 
agreement wiili I-lnciendn La P~ientc Unified School District, Hacienda La Pucnte Unified School 
Dislrici agrecd to cstahlisli, s\.~pervise, and maiiit.ain classes for adult edi~cation and to provide testing, 
guidance, nrld educational vocatio~lal services a t  the SherifYs Facilities. I h e  Sheriff agreed to 
reimburse the District for the cost of all services, articles: and sripplies in accordance with tlie aiinl~al 
Disirict b~tdget xvhicli is agreed upon at [lie beginning oi'enclz year tvith the prepamrion 01: the Annual 
.ioint {:)parating I-'lar;. The IW17 rrral~cs foirr quarterly payments (based on the annual budgeteil 
nrnount). .4t the end of the fiscal year, the District determines the cost of the services that it  provided 
to the IWF (per the agreenieiit) and ofYsets tliat cnst by ilie altiou~it already paid by tlie IWF (totai of 
quarterly payrtients) and tlie amount reimbursed by the state for average daily attendance (ADA) of  the 
acitili's residing at the CounQ Jails and taking pan in the edt~cational programs. TIic nct difference 
(cost rnini~s IWF payments and ADA rein-lbursernent) is eitliel. due to the District (if costs escceds 
onylnent niid rei~iibursenlenI) or due bacli lo the IWF (if' costs are Icss lhan payments and 
~,ci~iit?urse~nen t). 

I'h~ring our review of tlie clicclis that were refunded back to tlie IWF for overpayrtient, we noted tliat 
there lvns  a substantial gap behvelecn tlie fiscal yea]. end arltl the actual issuance of  the refund check for 
tliat respective fiscal ycar. Fur tlie 2004f2005 fiscal year, tlie refund check to the I W F  for overpayment 
:\las datccl .Itme 14, 2006 \vhicli is almost one year after the end of tlie 2004i2005 fiscal year and :~lmost 
6 ~~iclnths aftcr the District's financial staternerii are due to the State. For the 20052006 fiscal year. tlie 
rclirncl c l l e~ i i  lo tile IWF for overpaymen1 was daizd Novernber 2. 2007, wliicfi is 16 monlhs after tlie 
end of d ~ c  2005!2006 fiscal pear and 10 months after tlie District's financial statemelits are due to tlie 
Stntc. For the 2006!1007 liscnl year, the refund cl~cck to the TWF for overpayltient was dated April 30. 
7-008 xvliich is 1 4  rnontlis nfter tlie elid of the 3006i2007 fiscal year 2nd rl montlis after tlie District's 
linancial staterner~ts are due lo tlie State, 

For tlie 2004i2005. 2005i2006, and 20062007 -fiscal ycars, tile costs of services provided by tlie 
District were less than thc quarterly paymznts made by JWF by $2,683,978.86, $2,382,1 10.00, and 
1i;7.489,180.12 (these figures esclucle tile amounts that the District was reimbursed by AD.4), 
respectively. These amounts sliould liave been reli~nded haclc to tlie IWF by August (witliiri 1 to 2 
rnoiitlis after tlte fiscal year entl). 
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3. mirr - Untimely refu~icl of IWF monies (Contitiucd): 
For ille 300412005 ancl 2005it006 fiscal years, tile amounts tliat the Ilistrict was reimbursed from the 
Slate for tlie a\lcrage daily attendance of the inmates tvcre $5,760,308 and 5,760,308, respectively. 
')'lie alnount for tlie fiscal year 1006/2007 was not yet received and is not linown. I'hcsc amorints were 
~.eSunded with the o\~erpayments stated in tlie preceding paragraph. 

The District w o ~ ~ l d  riorinaliy be reimbursed for ADA by tlie State by the heginning of the calendar year 
Sollowing the end of tlie fiscal year (ic. 2004/2005 fiscal year ADA reimbursement s h o ~ l d  be 
reimhutsecl by the State to the District at the beginning of the 2006 calendar ycar-JanuarylFebr~~i~ry 
7006).  Ry [lie beginning of the calendar year Sollowing the end oS the fiscal year. [lie District \~iould 
Iiave rccijived nil 01. a majority of its ADA money Fsorii tile Slate. 

:\clditionally, as i t  appears that i n  the fiscal years 2004i2.005, 200532006, and 20061?.007. tllz hurfgetecl 
costs are below the actual costs [by about S2,500,000), the District sllould amend its budget lo rctlecl 
illis dccrcasc ~\~IiiclI sl!o~ltd in turn decrease tile qrlarlerly payineiils that tliz I\VF makes to tlie District. 

Rec;iuse of tlie ~irltiiriely refurids hy tlic District, tile IWF is losing interest it could have earned 1'1-OITI 
tllesc moriies ~ n d  is also losing Ihc ability to have ihese li~ntfs available for other programs and 
expenses ilia[ could be used by tlie ILZ'F. 

Recumnienclatim: -- -. 
We recni~1incnd that tlic ILVF Sollow ilp with the District at tlie end o f  each Fiscal year in order to 
cnsure that ii receives ils monies timely. The IWF sl~ould also review the budget with the District in 
order to determine if anielidments to tllc budget sllould bc doiic in  order to ensure that tlie bliclget is 
closer to actual costs that will be incurred. 

fiespo~ise: - 
In fiscal year 2007/7008 11x De~;ulment wor!;ed wirii I-iacienda Ida Pucnte School District to 
restructtlrc the previous cjuaitcrly paylner!t process to orlc that is based on act~ial expetidirures. 72ie 
first quarrel payment is one-hurt-11 of tile approved plan and each additional quarterly paynient is based 
or1 aclual espenditures aritl takes into consideration any overpayment from the first quarter. 'Tllis 
mclhod enables [he district to start the fiscal year with actequate iilnds but prevents the overpay~nent 
realized in prior fiscal years, The Departmeiii is still dependent on the Stntc payment of ADA funds lo 
rlic school district \\~11icli coiitinues Lo delay ADA reimhurse~nctit to the Department. 

4.  Findins -Cash basis of accountii~o used for re\;entte rccomirion: 
During our review of revenues for i.he ILViF? we noted com~nission revenues were being rccorded on 
t l~e  cash basis. Becai~se of this, these revenues were not being accrued to the appropriate periods. For 
tlic 7004!2005 fiscal year: revenues were under stated by $9,867,363, For the 2005i7006 Fiscal year, 
revenues were o\:er stated hy 69,627.733. For tlie 2006/?007 fiscal year, revenues were cnder stated 
h!; $?.078,00R. 

Rrcori~mendalion: ----" 
We recommend that upon receiving tllc revenues, the IWI: should de~ermine whicli period tlie revenues 
are foi and book tlie revenues into the respective fiscal periods accoidi~igly. 

Iir3~1~onsc. 
-The Departlneilt will improve rrcc~rdkzeping for the vailous sources of revenue by including detailed 
transaction infortnatioti into the subsidiary ledger For cach revenue source. 
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5. Findinrl- Iiisufficient cash receints doc~~rnentaticrn: 
During our re\~iew o f  revenues for the IWF. we noted that tliere were cash receipts t l~a t  laclied the 
rbecessar)l documentation needed to deterniine wlmt the receipts were Ibr and for wllat periocls the 
scvenucs were received for, Because ofthis,  we could no[ adequately verify whether certain revenues 
wcrc properly received arid recorded into the correct respective periods. We noted rhe following 
discrepancies: 1 )  During the fiscal year 200512006, an anioiint of %258,453 was received from ATGrT, 
bu t  tfierc was no documentation to support what the revenue was for and for what period ihe revenue 
was received for; 2) During the fiscal year 200512006, it appears that eitlicr the Marcli or. April 3006 
receipt that should have been received from GI'L (telephone comniission) was not received. A check 
was received on blay 12, 2006, but we could not determine if rhis cheeli was for March or April 2006; 
3) During rile fiscal year 2005/'2006. we notecl that there was a receipt' from SRC in tile amount of 
$449.347 (check date 1!1!06), but we could not determine what this check was for based on the 
supporting doc~lrnentat.ic~ii that \ve esamit~ecl: 4) The Col- tract with SHC stated tltat a Cominittcd 
Anl~ual Guararitez (CAG) payrrieiits was to ba made in the amount of $166,500 (per the contract) in 
either December 2005 or. ,lanuary 2006, btit this receipt could not bc locatcrl; 5) In addition to t l ~ e  
above transactions, other receipts relating to coirirnission reveriues that were ~zceived by the Ininate 
WclSare Puntl laclied sufficient documentation to determine if tlie appropriate anlourit had been 
rcceivod and for wliat period the re\ferluc should be recokvized in. 

We were also ]lot able tn obtain a detailed casli receipts ,journal listing all payments reccived and 
recorded into the ft4'F fund for the fiscal years that we esamined. 

Recoriirr~eiidntiorl, 
Wc recniiiiilencl tliai ~ l i e  IWF oiltain and attach .;uFticient docuinentatior~ needed to support thc 
~ecordiiig of tlie rcvettues into the appropriate period. tttiditlonaily. tlie IWF slio~ild iiiaintain a log of 
all ~nonies that are rcccivcd for cach fiscal year. The log sliould icientify ulliat the nioney was received 
for. who it was rccsi\wl from. the per~od of service. (lie amount of payment, and the date of payrrient 

Respoosi;.: . 
The Departmer~i \tjill improve recordkeeping for. ilie varioi~s sorlrces of revenue by including detailed 
transaction information inlo the subsidiary ledger for eacli revenue source. 

5. Findi!!gr--h ~ . e c c i ~ t s  are iiot del~ositecl ti& 
During 0111. rcvicw of resenues, we noted that tl1er.t: were instances ~vlicre rcveriucs were not being 
dcpositcd wit11 tlie C o ~ ~ n t y  *freasur.er's Office timely. We noted that there were revenues dcposiled 
l)eiwee~i one week to one month after the date of  the ch~c l i .  

Rccommentlatiori: 
We ~~:com~iieud that tlie IWF deposits its revenires tiinely to the L A  County Treasurer. 

jiesr~onse: . . 
I lie Department concurs with the recommendation. Duriirg this audit period revenues were firs1 sent 
to Inriiate Sc~.vicss Lr~iit for reconciliation pt.i~>r to forwar.dil~g to Fiscal Adntinistration for deposit. 
licvcnues are received dircctly by Fiscal Adin i~~is t sa t~or~  and deposits are made wirilin two 
hirsiness days of receipt. 

7 .  Fi~icliilrr - Vending con~niiss iqs_~re 11ot heine submitted timelv: 
During our review of cash receipts, we noted that rlie vending commissions are rior being submitted 
Lirnely to the 1WF. Veilding cnmmissions are to be paid by tlie IS"' of each montli. The vending 
company sliould hc submitting its commissions I 5  days afier the period ended, but the company is not 
complying \+~itIi this due (late. Per tlie contrac1, if the commission i s  not submitted by this dcadlinc, a 
1 0% charge s l i o ~ ~ l d  be assessed. 
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7 .  Filldinr! - \'eidilie commissions arc not be in^ s~ihn~it tcd timely (Continued): 

Itcco~nniendation: 
We recommend dial the IWF follow up each tnontli with the vending colnpany to ellsure rllat payment 
1s received ~irornptly. If payment is not received pro~nptly, tlie IWF should assess the lare fee to the 
vending company. 

Resl~onsc: 
The Deoartri~e~it increaszd staffinrz to its Contract Monitoring Unit (CMU) in fiscal year 2006/2007 - 
ivliich has enabled thib contract to be monitored appropriately. I n  October 7,007 Ch4U performed a . .  . 

~nonitoring audit and venditig was i r l  cninpliance at that time. A review of the current fiscal year 
slio\-vs that all com~nissiotl payments have been received by the contracted due date, 

8. I;itidinp - Lack of espericlii.ure supportinc documerttation: 
During oizr test o f  IWIT espenditu~*es Ibr the fiscal year endecl June 30, 1005, we noted that there was a 
lacl; of supporting documcnmtion for 5 orlt of 40 tested transactioris. 

L)ijri~,g our rcs~  of JLVT expenditures for the fiscal year ended June 30, 2006. we noted that there was a 
lack of supporti~ig doc~~rncntation for 1 nut of 4lf tested transactions. 

During oilr test of IWF cspe~iditures for rlic fiscnl year ended June 30, 2007. we noted that these was a 
lack of s~ipporlillg docurnentation for 2 out o r 4 0  tested tratisactions. 

R c c o ~ n ~ n c n d ~ l '  c 1011: 
\V"' rccomr~tcnd that tht: IWF obtairi and retail~ all suppoiting docut-ncnts to support a11 espcnditure 
transactions 

flcsponse: 
Tile Depat?nIent coilcurs witti the recoinmendaiio~i 

9. U d i n q  .- i.,aclc of purciiase conlpliance check!ist: 
During our test of TWP expendil\ires I77r tlic fiscal year ended .Iitnc 30, 2005, we noted that ft out of 4-0 
cspendifure transactions lacked a p~rrci~ase compiiance checklist. 

1.31~ring our test of IWF espenditures f o r  the fiscal year ended dune 30, 7-006. we rioter1 that 5 out o f 4 0  
espendiiure transactions llad a purchase co~npliance clirc.l;list that laclted the !Iscal ad~nii-iistration 
approval signature. 

Recoinmendaiiori: -- - . 
Wc recolnnlcnd that 1M:F stafl' obtain and retain coinplcied purcilase compliance checl~lists ibr all 
purchases for future verific a 1' Ion. 

Response: 
.- 

I lie compliance checli sheer is part of an internal purchasing complinnce process. With [lie 
irnplcme~ltatio~i of eCAJ'S Procure~nettt in .luly 2009. the check slieet is eliminated. The tlirce way 
~natch \ + . i l l  be an electrnnic process. 

10. find in^ - N o  "PAID" s t ~ n i ~  
During our test of IWF espendihlres for the liscal year cnded June 30. 7,006. we noted that 5 oul of  40 
invoices lacked a .'PAlD" stamp. 

Dllring orir Lcsl of 1LVF cxpenditu~es for tlie fiscal year ended Iti~ie 30, 2007, wc notcd that 5 out of 40 
invoices lacked a '-PA ID" s(ati1p. 

18 
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Rccornmei~d;lt~on: 
\)ire recommend that the IM'F staff stamp "i3aid" on all invoiccs immediately after the payments are 
rriade to pre\*ent in\aoices froin being submitted more tlian once for pnyineni. 

!&SLLQ.!~,~S ; 
The Departmet~t concurs with the reco~nmendation. 
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PNDEPEWENT AUDTTOR'S REPORT 

We~idy L. Watanabe 
Auclilor-Coiltroller 
Cou~lty of 1,os Aligeles 
1.0s A~igeles, Cnlifol~~ia 

We have audited the accon~l,anyirig balailce sheet of tlie County of Los Angelcs ShcriBs Dapartmeiit 
Inmate \Vclfarc Fund ("IWF"), a fund of tlie County of 1x1s Angelcs, as of and for tlie fiscal yeas ended 
J u ~ i e  30: 7005 and tlie related statement of revenues, espenditures, and ch;tnges in fwd balance, wliich 
collectively cnnlprise Lhe financial statements as listed in the table of contents. 'These finarlcial statctrielits 
are [lie rcspr:nsihilit)i of the IWF's management. Our responsibiIity is to express an opinion on ilicse 
linai~cial staterrlenrs bascd OII our audit. 'The financini statements of the Ininate Welfare Fund as of Iunc 
30. 2004 were a~~di ted  b:i other auditors. Those auditors expressed ;in unqualified opinion on tliose 
financial statemcnls in [heir report dated Decen~ber 10, 20OJ. 

'Ale cc>nd~~ctecl 011s audit ill  accordance ~viiii auditing srandasds generally accepted in the U~iitecl States of 
!?n?erica nncl tlie sianclards applicable to financial audits containecl in Go~t .)~ntncn~ Az1cli1ii7g Slciiiilnr.~~.~ 
issued by ill< Comptroller General oftllc tlniteci Stares. Tliose standards ~.equire that we plan and perform 
[lie nudii to ohlain reasonable assurance about \vl1etller tlie financial statelncnts are fice of malerial 
inisslalement. An audit includes esalninii-ig, on n test hasis. evictence supporting the amounts and 
?'., ' ! iclos~~rcs . in the firrailcial state~nents. An audit :tlso includes assessing tllc accoi~nting principles used 
and significant estimates made by rnanageinetit, as \veil as evaluating tile overall linancial statemelit 
prescntatio~i. \Ve belicvr Lhai our audit provides a reasonable basis I b s  our opinion. 

111 o t ~ s  opinion. the financial stntcments referred la above present fairly, in all material respects, the 
finailcia1 position oFtl1e li;t'l: as of June 30, 1005. and the ch;~riges ill financial posilion for the fiscal year 
then endccl, i n  conformity with accounting ltrinciples generally accepted iri the United States of An~esica. 

Iii accordance with Gove~r-inre~t ifz~ditii.jg Sta~~clnrds, we Iisve also issued our report dated April 30, 7009, 
on our consideration of the I\VF1s intcrna! control over financial repomng and on our tests of its 
cornpliancc \villi ceitaii~ provisions of laws, regulaLions, contracts. and grnrit agreements ailc! othzr 
matters. The I,urpose oftliai report is to describc the scope of our testing: and not to provide zn opinion 
on the internal control over financial repo~ting or on compliance. That report is an integral part of  an 
audit perfornied in accordance witli G'o!~rr7ii7eri1 .liuditii7g Boi~i/or~c/s and sl~ould be read in corijunction 
\viil~ this scpor? in considering the resrlits of our atitlit. 

MOSS. I.c\y $ I-lartzheim, LLP 
Beverly Flills, Caliibrnia 
April 30, 1009 

OFFICES: BE'JEiZLY t-ii!!S . SANTA MARIA 
.:-+E<IC.\r. I ldirtl l iE OF C.P.;. s ChLIFOB1.II.\ EOC!PN OF r: a.A.'r . ZAL!TOR-I:$ ;C213 0; M~,,~I:I?AL F.*!AYCE ~ v ! c ~ : j  . ~ : , l  :oplj(r A~~~CIAI IOI I  3i ~ ~ ~ ( 0 0 1  ~ ~ 5 1 ~ . ~ ~ j  CF;IT.,*I~ 



COLJNI'Y OF LOS ANGEL,ES SI-IERIFF'S DEPARTMENT INMATE MiELFARE FUND 
BALANCE SIIEET 

JUNE 30,2005 
WITI-I COMPARATIVE TOTALS AS OF JUNE 30,2004 

Equity in cash and pooled investments 
Interest receivable 
rlccou~lts receivable 
Due rrom County of Los Angeles 

LIADIL,IrYICS AND FLND BALANCE_ 

/\~counts payable 
Due to County of Los Angeles 

Reserved far encumbrances 
IJnreserved: 

Undesibmated 

TOTAL, FUND RAIANCE - 42,769.740 45.688.707 

TOTAL LIiIBILITLES AND FWD UAf,,4NCE $ 51,474,123 S 47,t94,187 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT TNMATE \ArELFr- FLWD 
STATEMENT OF REVENUES, EXPENDITURES, 

AND CHANGES IN FUND BALANCE 
FOR TlJE F I S C h L  YEAR ENDED JUNE 30,2005 

WITH COMPARATIVE TOTALS FOR T I E  FISCAL YEAR ENDED JUNE 30,2004 

2005 2004 

REVENUES 

Commissions $ 27,186,527 S 26,760,270 
Racienda La Puenie Education Program refklnd 7,053,367 7,239:403 
fnvestil~ent incoi-ne 1,064,500 552,178 
V~iscellaneous 108,526 2,262 

TOTAL REVENT,J.& 35,4 12,920 34,554,113 

E,VENDITURFS 

Clothing and personal supplies 248.088 244,704 

Communications 61,371 120,575 
Postage 4,983 6,544 
Food 605 1,011 
Ilouseliold e ~ ~ e n s e s  i 8,005 28:437 
Maintenance - equipment 50,072 334.35 1 
Maintenance - structures, improvements: grounds 6,366,s 1 7 145,838 
Miscellaneous 4,977 3,005 
Memberships 157.21 3 216,166 
Professional and spt.cializcd services 18,946,174 14,734,537 
Vocatiorlal supplies 323,617 225,73 1 

Supplies and equipnlent crpnlse 288.298 165,215 
Office expense 82,924 63,299 

Equipment rental 30,186 
Departmental expenses 94,422 1,333,173 

Travel 60,307 53,143 
Merchartdise for resale 715,384 714,898 
Capital out!ay 41 1,555 1,8221630 

: ~ o T A ~ ,  EXPEND~T~JEE.S 27,865,325 20,2 13,277 

EXCESS OF REVENIJES OVER-a. 
EXPEND1'TI JKES 7,547,592 14,340,836 

UrHER FINANCING SOURCES /USEjj 

Transfers out to Coiuilty of Los Angeles (2,200,000) ---- 

TOTAL OTf-iER FINANCING SOURCES ( l i S B  (2,200,000) 

EXCESS OF REVmUES A m  OTHER FINANCING 
SCXJRCES OVER (UNDER) EXPENDITURES .AND 
OTHER FINANClNG USES 5,347,592 - I4,340,836 

Frlnd Balance, Beginning of' Fiscal Year 45,658.707 3 1,347,871 

Rior Period Adjustment (8,266,559) - 
Fund Balance, Beginning of Fiscal Year, Restated 37,422,148 ,- 3 1,347,871 

Fund Balance, End of Fiscal Ycar $ 42,769,740 S 45,688,707 

SEE N O E S  TO FINANCIAL ST.4'TBhEh;TS 
3 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INMATE CVELFrUE FUND 
NOTES 'T'O FINANCIAL STATEMENTS 

JUNE 30,2005 

NOTE I SUMMARY 01: SIGNIFICANT ACCOUNTING POLICIES 

Tlie financial statel~lents of the SllerifTs hunate Wclfare Fund (ILW) have been prepared in 
couformity \\,it11 acco~mting principles generally accepted in the United States of America. 
Tlie accounting policies of the County of Los Angeles Sl~er i f fs  Department Ionlaic 
IIJelfarc 'Fund (IWF) conrornl to accounting principles generally accepted in the United 
States of America as applicable to governmenial units. The following is a summay of t l~e  
more significarlt of sucll policies: 

A. Financial Reportinrz 131itity 

The County of Los Angclcs Sheriffs Depxi~nent inmati: Welfare Fund (IWF) was 
establislied pursuant to the State of California Penal Code Secrio~z 4025. Tlie rnajor 
sources of revenues of the IWF are composed of conimissions received Frorii 
conbacted telephone scrviccs and cornmissaq sales and vending maclline sales 
which are for the inmates' use and benefit. Additionally, the Inmate Welfare F~lrld 
receives reimbursenlent from Hacienda La Puente L!nified School District for ADA 
(average daily attenriance) money that it scceives for inmates that receive edi~cational 
services. The expendihrres of the TWF are governed by the California Penal Code 
Scction 4025 \+l~ich states that "'l'he money and property in the inmate welfare fund 
shall be expe~ided by the sheriFf. primarily for the benefit, educntiun, and ivelfare of 
the inmates confitled .cvithin the ja i l .  Any funds thnt are riot needed for the welfare of 
the inmates may be expended for the ~.i-iaintenance of county jail facilities. 
Maintenance of county jail facilities may include, but is not limited to, the salary arid 
benefits O F  personnel used in the programs to benefit the inmates, including, but nor 
limited to, education, drug xid alcolzol treatment, welfare, library, sccountic~g, and 
otlier programs deemed appropriate by the sheriff," 

Starting with the fiscal year beginning July 2000, fifty-one percent of tlie annual [WF 
revenue was assigned solcly and escl~lsively to programs for the benefit, \?:elfarc, 
rehabilitatio~~, and education ofjail inmates. Tlle remaining forty-nine percent OF the 
annual IWI: revenue is earmarked solely for jail maintenarice. According io tile 
policy, only tile excess revetxues are allocated for jail maintenance, and programs will 
continue to have funding priority over jail maintenance as required by thc Slate of 
California Penal Code Section 401'5. 

The Inmate We1Sal.e Col~linissiol~ (I WC) oversees the expend~tures for innlaie 
programs, inciliding but not limited to educational, rehabilitative and other 
expenditures for the welfare and bcnefit of the inmates. The Sheriffs Col-rectiorial 
Services Division, County Counsel representative. and Guciget Authority oversel: ihc 
expenditures for jail maintenance. 

B. Basis of Accounting 

The govcrninental iitnd financial statement is plesented on the modified accrual basis 
of accounting, Under the nlodified accrual basis of' accounting, re\letlues are 
recorded when susceptible to accru~tl i.e., both l l~eas~~rabfe and available. 
"Avajfable" means collectible ~vithin the c~irrent period or within 60 days after year- 
end. Expenditures are recognized under the modified accrital basis of accounting 
cvheri the related liability is incurred. Thc exception to this general rulc is that 
principal and interest on general obligation long-term debt, if any, is recognized 
whelz clue. 

4 



CCIIUNTY OF LOS ANGELES SI-IERIFF'S DEPARTMENT INMATE WELFARE FI..WD 
NOTES TO FMANCIAI, STATEMENTS 

,fL'T\iE 30.2005 

8OI-E I SUMMARY OF SILXIFICANT ACCOUN'T'NG POL,I~TE!S (Continued) 

C. Basis of I'rcsentation 

The IWF is reported as a spacial revenue governmental type find of tile County nf  
L,os tltlgeles. Special revenue funds are used to account for tlie proceeds of specific 
revenue sources thar are legally restricted to espendit~ires for specific purposes. 
Goverr~rnenlal funds are presented using ihe tlotv of' current financial reso!lrces 
measurement focus. Generally this means only current assets and cnsrent liabilities 
are included on the halancc sheet. Governmental funcl operatirig statements foctls on 
rrieast~ring ciianges in financial position. rather than net iriconie. Tlie operating 
statement present incr-eases (revenues and crther financing si;urces) and decrcascs 
(e:<penditur.es and other finaricing uses) in net current assets. The unreserved fund 
balance is a nia;isurement of available spendable resources. 

Comparative total clara for tlie prior fiscal year has been presetiiecl in certain o f  Ihe 
accoinpanying iinancial statements in order to provide an understanding o f  changes 
in tile IltiF's financial position and operations. Also, certain prior fiscal year 
amounts have heen rec1assificc.f to conform with the cu;renr fiscal year financial 
slatenierlt presentnlions. 

E. Qncent ra t io~ i  of S h e s  of Revenues 

Tile majority o f  tlie IWF's twerlues are derived from commissions Eon1 a fcw 
teieplione and vcndi~ig machine colnpanies. For the fiscal yea:. er~cled June 30, 2005. 
the pcr'centage of rcveriues received from each of tile following companies to total 
revenues were: 

I'erce~~tage of total 
Re>enue Source revenues received 

Y"rizon Phone Commission 1.24% 
SBC Phone Commission 58,79'?4 
AT&T Phone Commission 3.58% 
Canteen Commission 10.55°/o 
Vending Machine Commission 2.6 1941 

The preparatiorl of i-ir~ancial statements i n  conformity with accounting principles 
generally accepted in ihe United States of .r\iiierica requires management to ~nalie 
estimates and sssumptions that affect the reported amount of certain assets and 
liabilities and disclosure of contingent assets and liabilities at tlic date of the basic 
littancia1 stotesnerits, and t-he related reported amounts of revenues and 
espcnditures:espenses during the reporting period. Actual resiilts c o ~ ~ l d  difrer from 
those estin~atcs. Managcmerit believes that the estimates are reasonabie. 



COUNTY OF LOS ANGELES SI-LERIFF'S DEPARTMENT INMATE WELFAIG FUND 
NOTES TO FINANCIAL STATEMENTS 

JUNL;; 30,2005 

NOTE .! SUMMARY OF SIGNIFICANT ACCOUNTXNG POLICES (Continued) 

G.  Encumbrances 
Encumbrances are estimations of cost related to unperformed contracts for goods and 
services. Tliese commitments are recorded for budgelary control purposes. 
Ericun~brances outstanding at fiscal year end are repofled as a reservation of the fund 
balance. Tllcy represent the esti~natzd ar~lorlnt of the expenditure ultirtiately to result 
if unperfortned contracts in process at fiscal year end are completed. They do not 
constitute expenditures or estimated liabilities. 

NOTE 2 EQUITY IN CASE1 AND POOLED INVESTMENTS 

The fWF cash is inclnded in the Cotinty's balance sheet as "Equity in Cash arid Pooled 
Investments". Tlie County ~naintains a cash and invesi~nent pool for all fi111c1s of the 
Coulity and othcr agencies for tvhich the County treasury is the depository. Intercst earned 
on tllc pooled fitnds is allocated and credited to these fuunds qual-terly. Further disclosures 
regarding the County's casll and investments are included in the Notes or the County's 
fiscal ycar ended June 30.2005 Comprehensive Annual Financial liepnrt. 

NOTE 3 BALANCE 

Fu11d BaIarices in governmetital funds are rese~vcd Sor two purposes: I )  wherc certain 
amounts are legally co~irnitted for specific f ~ ~ t u r e  uses, such as orrtstandh~g purchase orders 
(encumbrances), continuing appropriations, capital projects, or debt service: and 2) where 
assets are not available for approprintior~s because a,) they have been advanced to anotl~er 
fund; b.) they are i~oncurrent receivables; or c.) tl~ey have been expended as inventory or 
prepaytneats. 

NOTE 4 TRANSFERS OUT 

'Transfers to support the operations of other funds are recorded as "Transfers Out" and arc 
c2assified as "Other Financing Uses." 

NOTE 5 DUE TOFROM COUNTY OF LOS ANGELES 

Due to/frorn County of Los Angeles consists of expenditures and rcvenues that have beer1 
paid or received on behalf of the lrl~nate Welfare Fund, by Ule County of Los Angeles slid 
have not yet been tmnsferrcd to the Iixnate Welfare Fund as of tile fiscal year ended June 
30, 2005. 

NOTE 6 CApI'rAI., OIJTLAY 

Capital outlay consists of expe~lditures of equipment.. niachinery. and vehicles. The Inmate 
Welfare Fund does not capitalize these espenditmes, but tl,e Courity of Los Angeles (which 
the In~nnte Welfare Fund is a fund of) does capitalize capital outlays. Please see the 
Count?, of Los Angeles Com~>rel~ensi\fe t'nnilal Financial Report for furt11er information 
regarding capilal outiays. 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INMATb WELFARE FUND 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2005 

XO'rE 2 &URSEOUENT EVENTS 

I'he Inmate Welfare Fund has an agreement with the Hacienda La Puente Unified School 
District (District) to establish, supervise, and maintain classes for adult education and to 
provide testing, guidance, and educational vocational seivices at t i~c  SllerifPs Fsciliiies. 
The Inmate Welfare Fund makes quarterly payments througi.~out the fiscal year (based on 
an estimated amount determined psinr to the start of tltc fiscal year) to reimburse tlie 
District fbr the cost of sewices provided for inmates, After the fiscal yeas end, the District 
determines the actual ainoilrlt expended for the Inmate Welfare Fund and takes this 
difference and adds in the amount that the State reinlbursed the District for the Average 
Dai[y Aneridatice (ADA) of llle inmates. This alnourlt is refilnded back to the Inmate 
Welfare Fund. The 2004!2005 reFujtd, ~vliich consisted of $8>444,287, was paid to tlie 
Inmate Welfare Fund on June i4,7006. 

On December 13, 2005. S13C was awarded the telephone agree~zlent rvllich provides pl~one 
access to innlates. During the first year of the contract, SBC i 5  to pay 8 conlmitted annual 
guarztntee of $17,000.500 to the SllerifTs Department and $166.500 to the Probatioil 
Deparimenl. Additionally, effective May 13, 2006, SEC changed its name to ATXL'F, 

Public Comn~unicntion Senices (PCS) aild Global Tel Link (GTL,) took ovcr portions of 
tile pilone corltracts during the 300512006 fiscal year lo be provided oil a month to month 
basis. 

NOTE 8 CO1\/1 MI'I'MENTS 

'rile Innlate Welfare Fund has an agreement with the Hacienda La I'uente Unified Scilool 
District (District) to establish, supervise, aild maintain classes for adult education and to 
provide testing, guidance, m d  educational vocational services at the Slierifrs FaciIities. 
The Intnate Welfare Fnncl makes quarterly payments throughout the fiscal year (based on 
an estilnated amount deter~nined prior to thc slart of the fiscal year) lo reimburse the 
District for the cost or  services providcd for inmates. After the fiscal ycar end, the District 
cieten~~ines the actual amount expenclec! for tile Inmate Welfare Fund and takes this 
diffe~znce and adds i n  the ainount that the State scinlburscd the District for the Average 
Daily Attendance (ADA) of the inmaies. 

The Inmate Welfare Fund has contrac@ with various pilone companies (SBC and Verizon) 
in which it receives a coinmission based 011 tile telephone tisage by the inmzttes. During the 
3,004/2005 fiscal year, the Inmate Welfare Fund only l~ad montii io month agreements. 

The Inmate Wclfarc Fund Ilas a contract t ~ i t l ~  a third party that provides goods (rood aild 
other products purchased by inmates) in wllicl~ the vendor sells goods to 111e inmates and 
provides a comi~iission based nn the total sales to tlie Inmate Welfare Fund. 

NOTE 9 PRIOR PERIOD ADJ USTbIENT 

Tlie prior period ad.justinent of SS.?,66,55Y was due to deferred revenues being urlderstated 
in the 2003/2004 fiscal ycar end. 



COUNTY OF LOS ANGELES SHEWF'S DEPARTMENT INMATE WELFARE FUND 
NOTES TO FINANCLAL, S7'Ar~EMENTS 

JUNE 30,2005 

NOTE 10 &DJUSTh,lENTS TO CAPS 

Tile foliowit~g ndjustlnellts were bonked to the financial statements of the Iil~llate Welfare 
Fund but were not included in the CAPS: 

~ c c o u n t  Na111e Description 
Accounts Receivable Increase of $1,600,804 due to an understatcmcnt of revenues 
Cornmissions Increase of 9; 1,600,804 due ro an understatanent of revenues 



PARTNERS 
RONALD A LEVY, CPA 
CRAIG A HARTZHEIM, CPA 
HADLEY Y HUI, CPA 

MOSS, LEVY & HARTZHEIM LLP 
CERTIFIED PUBLIC ACCOUNTANTS 

9107 WILSW~RE BLVD., s u r r  4011 
BEVERCfHIILS, CA 20210 

TEL: 310.273 2745 
FAX: 310.273.1689 
iwnv rnIhcpss.com 

LaTfbEPENDEKT AUDITOR'S REPORT OH LNTEHKAL CONTROL 8VER 
FLNANCLAL l?J3PORTLNG AND ON COhB'LLmCE AND OTHER hIATTERS 

EASED ON AN AUDIT 011' FINANCIAL STATEMENTS PERFDRMBSD 
ZN ACCORDANCE 5.V IT13 GO I/;FRNi)IENII'A UDITfiVG STANDARDS 

Wendy L. Watanabe 
Auditor-Controller 
County of Los Angeles 

We have audited the accornpanyiiig balance sheet of the County of Los Atigeles Sl~criff's Depa~~menr  
Inmate Welfare Fund (IWF) and the related slatemelit of ievcnucs. expendittlres, and cilanges in fund 
balance as of and for the fiscal year ended Junc 30, 2005, and liave issueJ our rej2o1-t tllcrcon daled April 
30, 2009. Wc conducted OLIT 21udit In accordance n ~ t h  auditing stanilards generally accepted in the Ul'iilcd 
States of Aincrica and [lie standards appiicabic to iinar~cial audits contained in C.ovel.l~nzeiif A~m'irrng 
Stnidwds. isstled b j  the Co~nptroiler General of tlie Unilecl Slates 

friter~lal Cgjitral Over Financial Reporting 

ln planniiig and pe~formirig our audit. we considered the J'lVF's interriai c n i ~ t r ~ l  oiler f nancial repor-ting i r ~  
order to detcrnline our auditing procedures for the pilrpose of expressing our opinions 011 rhc hasic 
f nancial statements and not to provide asstrralice a n  the internal coritrol over. fii~ancial r.eporling. Our- 
consideration of the internal control over financial reportitlg tvould not necessarily disclose all ~riallers in 
rhe internal cotltrol over financial reporting tliat might be material weaknesses. A 1naterIaI wealaess is a 
condition in which the design or operritiotl of one or Inore of the ir~terrlal coctrol components does not 
reduce to a relatively low level tile risk that inisstate~ncllts caused by error or fraud in a~nounis illat would 
bc material ill relati011 lo h e  financial statements being audited may occur and not be detecteri witliin a 
tilneiy period by elnployees it1 the normal course of  performing their assigned fui~ciions. We noted 110 

ri~attcrs involving the internal cor~trol over fji~ar~cial reporting and its operation that we consider tn be 
material weaknesses. 

We noted cel~ain otlier ~natters tliat we reportecl to  lie Courlty of Los Angeles in a separate report daled 
April 30, 2009. 

The Inmate Welhre Fund's respoilses to tlie findings identified i n  our audit are described in a separate 
report dated April 30. 7009, We did not audit the IWF's responses and, accordingly, we express no 
opinion on them. 

Compliance a?d Otller Matters - 
As paif of  obtaining reasoni~ble assurance about whetller the I\VF's financial staten~enls are fixe of 

' iOtlS, material misstaten~ent, we performed tests of its conlpliance with certain provisions of laws, regirl?t- 
contracts, and grant agreements, noncompliance with ~ v l ~ i c h  could have a direct anri inaterial effzct 011 the 
deternlination of finallcia1 stateruent aiilounts. However., providing an opinion on compliance ~vi th tilose 
provisions was 110r an objective of our a ~ ~ d i t  and accordjagly I I ~ G  do not express suCll an opinion. Tile 
results OF our tests disclosed inslancits of ~iunconipliance that are required to be rcporied under 
Goverta~je~~i Az~~fiti~zg Stnrlclnl.nls and are reported iii a separate issued report dated April 30, 2009. 
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This report is intended for rhe information and use of the Management of the County of L,os Angeles, the Roard of 
Supenjisors, Auditor Controller (Audits Division), 2nd tlie h~male Welfruc Commission and is 11ol intended to be 
and should not be used by anyone other tiran these specified parties. 

v.u. 4~ mb-;" 
Moss, Leby & Hartzliei~ii, I,LP 
Beverly Hills, CaIifomia 
April 30, 2009 
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INDEPENDENT AUITSTTBR'S REPORT 

Wcndy I,. Watanahe 
Auditor-Contl.oller 
County of  Los Angeles 
1.~1s Angeles, Calirornia 

LVc have audited the accolnpanying balance sheet of the Coirnly oi" I,os Angeles Sheriffs Departnieril 
Jn~nate Welfare Fund <.'IPrF*'j. a fund of tlic County of Los Angeles, as of  and for. the fiscal year ended 
J L I ~ C  3 0 ,  2006 end the rxlated statcnicnt of revenues, expenditnres, and changes i l l  fund bntaiice: which 
collectively cornpl.ise the financial stateme.nts as listed in the table of contents. These firiaiicial statements 
are the resl-iorlsihiiit!; of Ilic 1WF's managcmerlt. Our respotisibility is to express a.n opinion on these 
fj~i:~liciai sfaternenis based on out. audit. 

We conducted o w  audit in accordance with iit~diting standarcis gcncrally accepted in the United States of 
i21nci.ica and the statidarrfs applicablz Lo financial audits contained in I;oi~er.,7n1er?/ ,-I1(~iitil7g iCia17c~~i.d~ 
issued by rile Comptroller rJeneral of tllc United Stares. Those standards require that we plan and periorm 
the ailciit m obtain reasonable assurance about wlietlier t l le financial statements arc f r c e o f  n~ntcrial 
missti~tement. t in  audit iitcl~rdes esarniningl oil a tcst basis. evidence si~pporting the a ~ ~ i o u n t s  and 
disclosr~~.es in the financial stateirlents. An audit also includes assessing the nccouriiing principles tised 
and significant estimates i:!acle by management, as ~vcll as evaluating tile overall financial siatemenl 
prcseiiiation. W e  believe illat oui a~idil provides a reasonable basis for our opinion. 

i n  out. opinic~n, thc financial stateinerlts referred to above present l'airly, in 311  l late rial respects. the 
Gnancial position of tl:e IWF as oi'June 30, 20!)6, ar~tl the changes in financial position fbr the fiscal year 
thitri er~rieci, in conformity ivith accountir~g priricipies generally ~~cceptecl in the Uiiitcd Statcs o f / i~ner ica .  

111 accordance with Cio\!e~.~1n7i<tlt , ' l~~di~ ing  Sfot7tlc11,~1,~, we have also issuetl our report dated April 39, 20139, 
on our consideration of the ILG'F's internal car~trol over financial reportirig and on our rests of its 
con~l~ l ia i~ce  with ccrtnin provisions of laws, regulations, contracts, and gmnt  agreements and other 
~natters, Tile purpose of that report is to describe the scope of our testing: and not to provide an opinion 
o n  the interns1 controi over financial reporting or on compliance. That report is an iztzgral part of  a n  
audit iicrforrned in accordarlce with Go~!ei~nrt~errl ii~tcli~ir~~q ,'i?nt7d~rr.d~ and sl~ould be read in cnri.j~rnction 
with illis report i l l  considcring the restilts of our audit. 

bless. I.evy & I-iartzheim, 1,l.P 
Beverly I-Iiils, California 
.~\pril 30 .  2009 
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COI!NTY OF 1,OS ANGELES SHERIFF'S DEPARTMENT INMATE LIIEI,FARE FUND 
BALANCE SHEET 

J W E  30,2006 
WITH COMPARATIVE TOTALS AS OF JUNE 30.2005 

ASSETS 

Equity in  casti and poo!ed investrncnts 
Interest receivable 
ciccounis receivable 
Due fro111 County of Ides Angeles 

T'OI-A!- ASSETS 

I,IABILlTIES AND FUXD BALANCE -- 

Accounts payable 
Deferred revel~ue 
Due LO Co~inty of L,ns :*\rlgeIes 

FUN[) BALANCE 

Reservcd for encumbrances 
Unreserved: 

Ilndesigriated 

TOTAL &XI3 BAI-ANC',: 54.860,029 

SEE NOTES TO FlNANCIAL STATCh,lI,N'['S 
2 



COUN'TY OF IDS ANGELES SHERIFF'S DEPARTMENT INMATE WELFARE FUND 
STATEMENT OF RESENUES, EXPENDITURES, 

AND CXIANGES IN FUND BALmCE 
FOR T I E  FISCAL YEAR ENDED JUNE 30,2006 

WITI-T COMPARATTVE TOTALS FOR TI-IE FISCAL YEAR ENDED JUNE 30,2005 

REVmlIJ ES 

Commissions 
Hacienda La Pucnte Education Rogram rcfund 
I~lvestrr~ent i~lcomi: 
MisceI laueous 

TOTAL REVEL- 

EXPENDITIJRES - 

Clothing and personal supplies 
Cornin~u~ications and network 
Postage 
Food 
Housei~old expenses 
Maintenatice - equipment 
h3aintcnancz - ~fr~!ctures, i~nprovements, grottnds 
hliscellaneous 
kletnberships 
Professional and specialized services 
lrocativnal supplies 
SuppIies arrd equipinent expense 
Office expense 
Ecjuipment 1-enta1 
Departmer~ial exi~e~lscs 
Travel 
hrler~handise for resale 
Capital outlay 

TOTAL, E X P E h D l T ~  22,042,4 16 37,865,328 

EXCE,$S OF REVENUES OVER (UNDER) 
EXPES\mT l ' lRES 19,164,138 7,547,592 

OTHER FISANCING SOURCES (ilSES1 - 
I'ransfers out to Count) oFL,os Angeles (7.053.849) (2,200,000) 

TO'I'AL OTHER FDIANCTNG SOlJRCES (USES,) (7.053.849) - -  (2,200,000) 

EXCESS OF KEVENI JES AND OTI-IElP Fl'r.iA.T4CDJG 
S0URC:FS OVER KINDER) EXPEND1TldRES AND 
OTHER FTNANCING liSES 12.1 10,289 5,347,592 

Fund i3ala11ce, Beginning of Fiscal Yeas 42,769,740 45.688,707 

Prior Pericxl Adjush~~ent (8.266,559) 

Fund Balancc. Beginning of Fiscal Year, Restated 42,769,740 37,422,148 

Fund Balance, End oi'Fisca1 Year $ 54,880.029 S 42,769,740 
SEE NO'TES TO FINANCIAL SI'ATEMENTS 

3 



COUN'T'Y OF LOS ANGELES SI-ERTFF'S DEPARTMENT INMATE M'ELFAIIE FUND 
NOTES TO FINANCIAL STATEMENTS 

JUICE 30,2006 

NOTE 1 SUMh;MY OF SI_G_NIFJCANT ACCOUNTING POLICES 

Tlie financial statements of the Sheriffs lnmatc Wclfarc Fund (IWF) have bee1-1 prepared i n  
confol-rnity wit11 accounting principles ger~crally accepted in l l ~ e  United States of America. 
TIie accou~ltir~g policies of the County of Los r%~geles Sheriffs Department Inmate 
Welfare'Fund (IIW) conform to accouliting principles generaily accepted in the United 
States of America as applicable to go\emrnental units. The following is a sutnmary of [he 
nlorc significant of such policies: 

A. Financial Reportinr Entity 

The County of Los Angelcs Sheriffs Department Initiate tYcIfare Fund (IR'F) was 
established pursuant to the State of California Penal Code Section 4025. The major 
sources of revenues of tlie IUrF are cotnposed of commissions received from 
contracted tcleplione services and commissary sales and vending machine sales 
whicll are for the inmates' use and benefit. Additionally, the Illrnate Welfare 
Fund receives reimnburscment from Hacienda La Puente Unified School 
District for ADA (average daily attendance) rnoiley that it receives for ininales 
that receive educatioiinl services. The expenditures of tile IbtT arc governed by 
the California Penal Code Section 4025 which states that "Tlte nioney arid property in 
the inmate welfare fund shall he expended by the sheriff primarily for the henefit, 
ed~~cation, and welfare of the inmates confined witlliii 1:he jail. Any funds that are not 
needed for tlie welfare of the innldes may be expended for the maiittenance of 
county jail facilities. Maintenance of courtly jail facilities Inall include, b~lt is not 
limited to, the salary and benefits of personnel used in the programs to benefit tlie 
ir~~nates: including, bur not ljlnitcd to, cdlrcation, drug ancf aicollol treat~ileni, welfare, 
libraty, accounting, and other programs deetned appropriate by the sheriff." 

Starting with the fiscal year beginnrng Juiy 2000, ijfty-one percent of the i~inual IWF 
rewnue was assigried solely and exclusively lo progranis .For rile benefit. wclfale. 
rehabilitation. and edrrcation of jail inmates. The remaining foriy-nine percenl of the 
aniiual IM'F revenue is earnlarked solely for jail rilaintenance, According to the 
policy, only tllc excess revenues are allocated for jail maintenance, and piograms will 
continuc to have fiiiidi~ig priority over jail maintenance as required by the Sfate of 
California Penal Code Section 4025. 

The Inmalz Welfare Commission (Il\'C) orer.sces the expenditures for inniilte 
programs, including but not limited to educational, rehabilitative and other 
expenditures Tor the welfare and benefit of tile inmates. The SherifPs Correctional 
Services Division, County Counsel representative, attd Budget Authority oversee the 
espenditlires [or jaiI maintenance. 

R ,  Basis of Accouoting 

Tlie governincntal rund finruicial statement is presented on the modified accrt~al basis 
of accounting, t'nder the modified accrual basis of accounting, revenues are 
recorded when susceptible to acclval i.e.. both ineasurable and available. 
"Availabfc" means collectible within the current period or within 60 days aficr year- 
end. Expenditures are recognized under the rnodified accn~al basis of accounting 
when the related liability is incurred. The exception to this general rule is that 
principal and interest on general obligation long-term debt. if any, is recognized 
\vhen due, 
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COUX"j7'Y 01: LOS ANGELES SHERIFF'S DEPAR-fblEN7' INMATE WELFARE FUND 
NOTES 'TO f.'It.IANCI:?IL STATEMENTS 

JUNE 30,2006 

NOTE I SUki.MAI2.--OF SIGNIFICANT PICCOLWTMG POLICIES (Continued) 

C .  Basis of Presentation 

TIie IWI: is reported as a special revenue governmental type fund of the Counw nf 
Los Angeles. Special revenue Rinds are used io account for the proceeds of speci.fic 
i.evenue sources that are legally restricted to espendihires for specific purposes. 
Governmental funds are presented using fhc flow of  current financial resources 
nieasurement focus. Generally this mcans only currei~t assets and current liabilities 
are i~icluded on the balance sheet. Governmental fiind operating statements focus on 
i~ieasuring cfianges in financial position. rather than 1x9 income, Tile operating 
statement preserrt increases (revenues and other financing sources) and decreases 
(cspenditures and other finaiicing uses) in net current assets. 7-l~e unrc~el.~~etI f~rnd 
balance is a measuremenr of available spc~idahle resources. 

Comparative total dam for the prior fiscal ycar has been presented in certairr of the 
accompanying financial statements in ordcr to provide an understanding of changes 
in tIie I W F s  financial position and operations. ,\lso. certain prior fiscal >ear 
amounts lia\rc been reclassified to conform with (he current fiscal year financial 
stnlernent presentations. 

Tlie majority of the IWF's revenues are derived fiorrl co~nmissions from a i%w 
telephont: arid vending niachirie compa~lies. For the fiscal year ended June 30: 2006, 
the perccntslge of  reven~res received Con1 each of the following conipanies to total 
~ ~ \ ~ C I I L I C S  wsr-e: 

Percentage of  total 
Reveliuz Sour'ce revenues received - 

Verizon Plions Commission 0.3 7"h 
SUU PI?c?rle Commission 34.719; 
RT&T Phone Comn~ission 3.4596 
GTL Pilone Commission 1.25% 
I'CS l3Iione Cornmission D.48%1 
Canteen Commission 11.38% 
Vending h,lacl~ine Commission 2.2?%1 

Tlie preparation of finailcia1 statements in conforinit.: \ ~ i t i l  accounting priticiples 
generally accepted in {he United Slates of America requires management to ~nake  
estiniatcs and asst~rr~ptions that aeect  the reported an io~i l~ t  of cer(ain assets and 
linbilities and disclosure of contingent assets and liabilities at the date of the basic 
financial statements, and the reiated reported amounts of  revenues and 
espcnditures/espenses di~ring the reporting period. Act~ial results could differ frcrn 
those estiinates. Managcrncnt believes that tfie estiinates arc reasoriable. 



COUNTY OF LOS ANGELES SEEREF'S DEPARTkIENT IN&IATE WELFARE FUND 
NOTES TO FINANCIAL STATEIMENTS 

JUNE 30,2006 

NOTE 1 SUiVIMARY OF SIGNIFICANT ACCOUNTlNG POLICES (Continued) 

G. Encum brat~ces 
Encumbrances arc estirnatiolls of  cost related to unperformed contr~~cts for goods and 
services. These co~ninitmrnts are recorded for budgetary control purposes. 
Eiicumbra~lces outstauding at fiscal year end are reported as n rese~~lation of lhe fund 
balance. They represent the estimated a r ~ i o u ~ ~ t  of the expenditure ultimately to result 
if unperformed contracts in process at fiscal year cnd are completed. 'Rey do not 
constitute expenditures or estimated liabilities. 

NOTE 2 _EQ_UITY IN CASI-I AND POOLED INVESTiVENTS 

The IW1: casll is included in the County's balance sheer as "Equity in Cash and Pooled 
Investments". The County rnaiotains a cash and irlvestnlent pool for all funds of the 
County and otller agencies for \\hich the County treasury is the depository. Interest earlled 
on the pooled funds is allocated and credited to these fi~ncls quru-terly. Further disclosures 
regarding tlic County's cas11 and investments are iiicluded in ttte Notes of the County's 
fiscal year ended .Tune 30,2006 Conipreliensivc Annual Financial Report. 

N O T  3 FUND BALANCE 

Fund Balances it1 governmental funds are reserved for hvo purposes: 1) ivhcr-e cerlairl 
aniounts are legaily cornrnittcd for specific fiiture nses, such as outstat~ding purchase orders 
(encumbrances): continuing appropriations, capital projects. or debt service: and 2) where 
assets are not available for appropriations because n.) they have been advancer1 to another 
fund; h.) they are noncurrent receivables or c.) they I~ave been expended as inventory or 
prepayments. 

NOTE 4 TRANSFERS OUT 

Transfers to support tlle operations of other funds are recorded as '*Transfers Out" and are 
classified as "Other Financing Uses." 

NOTE 5 DUE TOIFROM COUNTY OF LOS ANGE.LB 

Due to/from County of t o s  Angelcs consists of expenditures and revenues thnt have been 
paid or received on behalf of the lr~mate Wclfare Fund, by the County of t o s  Angeles and 
llave not yet been tra~~sferred to the Inmate Weifarc Fund as of tlie fiscal year elided Ju11e 
30,2006. 

NOTE6 CAPITALOUTLAY 

Capital outlay co~~s i s t s  of expenditures of equipnient, machinery, and vel-ticles. The Inmate 
Welfare Fund dues not capitalize these expenditures, but the County of Los Angeles (which 
the Inmate Welfare Fund is a fund of) does capitalize capital outlays. Please see the 
Collnty of kos Angeies Comprehensive Annual Financial Report for further infornlation 
regarding capital outlays. 



COUN'I'Y OF LOS ANGELdES SHERIFF'S DEPARTMENT P4MA1'E WELFARE F L m  
NOTES 'YO FINANCIAL STATEbIENTS 

JlJNE 30,2006 

NOTE 7 

NOTE 8 

SUBSEQUENT -,-- EVENTS 

The Innrate Welfare Fund llas an agreement with llic Hacienda La Puente Unified School 
District (District) to establish, supervise, and inaititain classes for adult education and to 
provide testing, guidance: and educational vucational services at tlie Sheriff's Facilities 
'The Inmate Weifitre Fund makes quarterly payments throughoout the fiscal year (based on 
an estimated ainount deta~.miried plior to the start of the fiscal year) to teimburse the 
District for the cost of services provided for inznates. After the fiscal year end. the District 
detcm~incs the actual moun t  expended for the Tnmate Welfare Fund and talces this 
difference and adds in llle atnoullt that the State rei~nbursed the District for the Average 
Daily Attendance (ADA) of the inmates. 711is arno~111t is reru~ided back to tllc Inmate 
Welfare Fund. The 10US/1,006 refund, tvl~ich consisted of $3,147,418: was paid to the 
Inmate Welfare Fund on Noveltiber 2,2007. 

The Inmate Welfare Fund has an agree~ne~lt with the 1-Iacienda La Puenie Linified School 
D~strict (Oistrict) io establish, supcn1ise, and rz~aiiltaln classes for adr~lt education and lo 
p ro~rde  teqting. guidance. and educat~onal vncat~onal seniccs at the Slierifrs Facilities 
The lr~mate Welfare l:~mcl rnabes quarterly paqments (hroughout the fiscal year (based on 
an estijrlated a m o t ~ r ~ t  dctcrnmi~icd prior to the slat of tlie fiscal y e a )  to teimburse the 
District Cot the cost of se~vices provided for Irirnates. N te r  the i?scal yea1 end, the Distrlct 
rletertl~ines Ole actual amount expended fur the Inmate Welfare Fund and talies this 
difference and adds in the moun t  lliat the Statc reimbursed tile Distri~l for the Averdgc 
Daily Attendance (ADA) of the inmates. 

The Inmate Welfare Fund has a contract witli hT&T i n  which it rcceives a an annual 
amount for telepl~otie commissions which is based on the contract tei-rims. For the period 
December 13,2005 to December 12,1006! tlie annuai contract amount was $17,000,500. 

The Inmate .teYeif;~i.e Funti has a coritract with a third party that provides goods (food and 
otiier producls purcliased by itlmales) in ~vliicli tl-ic vcndor sells goods to the inmates and 
provides a commission based on th:: total salcs to the Inmzte Welfare Fund. 

N O T  9 ADJIJSTMENTS TO e C M S  

The fo l l~u~i i~g adjnstme~~ts v w e  booked to the thancia1 statements of the Ininate Welfare 
Fund but were not included in eCAPS: 

Account Na111c Description 
Deferred Revenue Increase of $8,026,929 due to en overstatemcni of revzrlues 
Co~r~~nissions Decrease of $8,026,929 due to an overstaten~ent of revenues 
Accounts Payable Increase of %397,182 due to an understatement ol'espenclilures 
h(1aintenance-structr~res, impiove~nents. 
grounds Increase of $1 72,5 52 due to an undesstalemenl of espenditures 

Professional and specialized services Increase of 9;72:l,630 due to an understatement of expenditures 
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INDEPENDENT AUDJTOR'S REPORT ON ]?UTERIVAL CONTROL OVER 
PmmcuL IGPORTTNG AND OW CO~IPLIIANCE AND OTHER MATTERS 

BASE13 ON AN AmXT OF PI[N;LYCIIA& STATE&XBNTS PEMORiMEJ3 
PN ACCORDhYCE W ITU GO IGZRA\itIENTA UDI'FhYG STIVVDAKDS 

Wendy L. Watanabe 
Auditor-Controller 
Cou11t-y of Los Angles 
Los Aiigeles, California 

Wc have audited tlic accompanying balance slice! of the Couuty of Los Aiigeles Slicsif~s Department 
!illlate Welfare Fund (IWF) and the related statement of revenues, expertditures, and changes in f~rnd 
balance as of and [or the fiscal year ended June 30, 2006, and have issued our report thereon dated April 
30, 2009. Vie conducted our a~rdit in  accordance with auditing standards generally accepted in the United 
States of America 2nd tI~c starldarcls applicable to iinancinl audits contained in Govc~-~~i)lerrr .4?roi'tirlg 
,Sim~du~'rb, issued by the Co~~~ptrollcr  General oftlle United States. 

interiial Control Over Financial Regol"cii5 

In planning and performing our audit, \vc considered the I\Iil;'s internal control over financial reporting i n  
order to determine our auditing procedtlres far t l~e  purpose of expressing our opinions on the basic 
finallcia1 statelrients anci not to provide assurance on the iiite~nal co~itrol over financial reporting. O L I ~  
consideration of tile inte~nal control over fi~ianciai reporting would riot necessarily disclose all matters in  
the intcrnal conlrol over financial reporting that might be material weaknesses. A material wcakness is a 
condition in wl1icl.1 the design or operation of one or more 01 the internal control cornponetl1.s does not 
reduce to a relatively low level tile risk that inisstatements caused by error or fraud in ainounts that would 
be n~aterial in re!ation to the financial statelnents being audited may occur and not be detected within a 
tinlely period by elilployees in the normal course of performing Il.leir assigned filnctions. We noted no 
mailers involving the internal control over financial reporting and its operation that we collsider to be 
material iveaknesses. 

We noted certain other matters that n e  reported to the County of Los Ai~geles in a separate report dated 
April 30,2009. 

The Inmate Welfare Fr~nd's responses to the findings identified in our nt~clit are described in a separate 
report dated April 30, 2009. We did not audit the 1iVF's responses and, accordi.ngly. wc express no 
opinion on them. 

Compliance and Otlyr lLLa[ters 

As part of obtairli~ig reasonable assurance about wlicther the IiVF's financial statclnents are free of 
material ~iiisstatement, we performed tests of its compltance viilh certain provisions of laws, regulations, 
contracts, and grant agreements: nol~compIinnce with which could have a direct and material cffcct on the 
detern~ination of financial statement amounts. However, providing an opiniori on compliance with those 
provisions was ]lot an objective of our audit and accordil~gly wc do not express such an opinion. Thc 
results of our tests disclosed instances of ~~oncon~pliance that are required to be reported under 
Gol~e~.lll,~erj.t Aud'itii?g Sfnndard~ and are reported in a separate issued report dated April 30: 2009. 
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This repnrl i s  intendcd Tor thc infor~nation and L I S ~  af'the Management of the County ofLos Angeies. the Bnarcl of 
Supervisors, ?udi~or  Cantmllcr (Audits Division), and the Inmate Welfare Commissiorl and is not intended to be 
2nd sllould not be used by anyone nther than these specified parties. 

h,loss, I,ev\: & I-Hartzheirn, I,I-.P 
Rcverly Mills, Cc~lifornia 
April 30; 2009 
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INDEPENDENT AUDITOR'S REPORT 

Wendy I,. Walanabe 
Aucfitor-Controller 
County of Los Angcles 
Los Angeles, California 

We have auditcci tlie acconipanying balance sliect of [he County of 1,os Angeles ShesifFs Ilepartnient 
Inmate )+'elrare Fund ("IWF"), a furid of t l ~ e  Count?; of 1-0s Angeles, as of arid for the fiscal year etlcled 
June  30,  1007 alicl tlie related statemeut of revcliucs, expenditures. anti changes in lilnd balance: wliich 
collectively comprise tlie financial statements as listed in tlie table of contcnts. Tl~csc financial statemcnts 
arc tlie responsibility of [lie IWF's management. Our responsibility is to express an opinion on iliese 
firiallcial statcrncnls based on our audit. 

\Vc co~iducted O U T  a~idi! in accordance with auditing standards generally accepted in the I.Jnited States of  
America and tlie standards applicable to financial cudits contained i n  G(11:eri7177el?/ ilr{clitil?g . ~ I C I I ~ C ~ ( I I . L / S  

issued by the Coinptroller General of tlie United States. 7'liose staridards require that we plan and perform 
tlie audit to obtain rensclnabie assurance about wi~ether the financial statements are fi.ee of material 
misstatemenr. An audit includes examining, on a test hasis, evida~ice supporting tlie amounts and 
disclrjsures in the financial statements. An audit also includes assessing tllc accounling principles used 
and signilicant eslimates made by rtia~lagament, as well as cvaluclting thc overall financial statement 
prcscritatioi~. We believe that our. audit providcs a rea~onable basis for our opiriiori. 

In our opinioii. tlie fillancia1 statements rcfcrrec! to  ahovc present fairly, i n  all ~n;lte~.ial respects, tlie 
financial positiori of the 1\VF 2s al'June 30. 2007. aiid tlie cliar~ges in linancial posi~ioii for tlie fiscal year 
then eiidccl, in conforrliity with acco~~r~tirig principles generally accepted in the Ijnited States of America, 

I11 accordance witfi Go~~er.i?tllenr ,Az~~i i~i~:p Sla~~n'nrd.~. we h:lve also issued our report dated April 30. 7009$ 
oil our considesatio~~ of tlie 1Wl:'s intcrllal control over financial reporting and on our rests of its 
con~pliai~ce with ccrtair~ provisions of  laws, reguiatioris, contracts, and grant agreements and other 
~natters. ?'he purposc of that report is to rlescribe tIie scope of our testing, and riot to provide an opinion 
on tlie internal control over financial reporting or on compliance. That rilport is an iiitegral part of an 
nuclit pcrforn~cd in accordance ~viLli GOI.CI .IIIIZCII~ ,;fitLl'it'i~.<q aSt'mtxla,.d.s and should be read in conjunctirtn 
with this report in co~isidering tile results of our audit. 

Moss, Levy R: 'rIartziieiiri, LL,P 
Beverly Hills, California 
April 30; 1009 
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COUNTY OF LOS ANGELES StERIFF'S DBPARTniENT lNMATE i1ZLFARE FUND 
BALANCE SFEET 

.TUNE 30,2007 
WITH COhTPARATIVE TOTALS AS 01; JUNE 30.2006 

ASSESS 

Equity in  cash and poolitd investments 
interest receivable 
Due ft.0111 County ofLos Angeles 

TOTAL ASSETS 

LIABItf'nES AND FUND BALANCE 

Accounts payab!e 
Deferred reveruc 
Due to Countji of Los Arlgeies 

TOTAL LIABILITIES --. 19,946,796 17,806,719 

Reserved for encumbrances 
[inreserved: 

tJndesignated 

TOTAL FUND RAT-A8CE 35,049,593 54,880,029 

TOTAL, L IABILI7JES AND FUh'E3 BALANCE S 54,996,689 $ 72.686,748 

SEE KOTES 'I'O FIHitNCliU STATEMENTS 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INMATE WELFARE FUND 
STATEMENT OF REVENUES, EXPENDITURES: 

AND CHANGES IN FUND BALANCE 
FOR THE FISCAL YEAR ENDED JUNE 30,2007 

WITH COkPARATIVE TOTALS FOR THE FISCAL YEAR ENI3ED JUNE 30,2006 

2007 2006 

REVENUES 

Cornmissior~s . $ 20.353.179 $ 22.215.968 
I-Iacienda La Puenle Education Program refund 16.646,788 
Ir~vestment income 3,164,457 2.3 19,578 
Miscellaneous 109,677 24.220 

TOTAT, REVENTJES 23.627,3 1 3 4 1.206,5 54 

EXPENDFTURES 
Clothing and personal supplies 1.757,292 254,538 
Comnwnications and nehvorlc 102,239 354,476 
Postage 4,422 5,824 
Food 1,769 
fIouseho1d expenses 56,008 132,924 
Maintenarice - equipment 122,688 205,084 
Mainterlance - structures, improvements, grounds 8.13 7.27 1 4.676,340 
hliscellaneous 8,704 7,9 13 
MemberslGps 21 1,416 246,030 
Professional and specialized sersiices 14,158,893 12,003,644 
Supplies and equipnie~~t expense !,I 1 7,767 509.866 

Office experlse 226,88 1 1 12,002 
Equipinent rental 35,277 19.491 
Departmental e~penses 5,088,917 1 -669,690 
Travel 69,624 53,1157 
h~1e1.cl1andise fbr resale 968,923 883,479 
Capital outlay 1,498,982 906.1 - 50 

'TOTAL EXPENDITUJU?S 33.565.304 22,042.4 16 

EXCESS OF REVENUES OVER QINDER) 
EXPENDITURES (9,93 7,99 I )  19.164.138 

OTl-ER FINANCING SOIJRCES (USES) 

Transfers out to County oFLos Algelcs (9.892,145) (7,053,849) 

TOTAI, OTHER TWIANCING SOURCES (USES) (9,892,145) (7,053.849) 

EXCESS OF REVENUES AND OTHER FINANCWG 
SOURCES OVER ItJNDER) EXPENDI'I'URES AND 
OTHER FTNANCING USES (19,830,136) 12.1 10,289 

Fund Balance, Beginrliii_e of Fiscal Year 54,880,029 42.769,740 - 

Fund Balance, End of FiscaI Year $ 35,049,893 $ 54,880.029 

SEE NOTES TO FINs-4iYCIAL STL4TCMCNTS 
3 



COUNTY OF LOS ANGELES SftERIFF'S DEPARTMENT INMATE C4'ELF1-'AAE FUND 
NOTES 'I'O FINANCIAL STATEMENT'S 

.Il.JNF, 30, 2007 

N07E I SUMMARY Of: SIGNIF1CAKT ACCOUNrI'Il\JG POLICJES -- 

The financial slalernents of the Sheriff's inmate Welfare Fund (IWF) l~atrc been prepared in 
conformity with accounting principles generally accepted in  tile tlnited States or America. The 
accouriting poiicies of the CollnQr of 1.m Allgeles SJleiifFs Department Inmate Welfare Fund 
(IWF) conform to accountillg p~inciples generally accepted in tbe United States of Anierica as 
applicable to governme~~tal units. The followirtg is a summary of the Inore significant of st~ch 
policies: 

The Cour~ty of Los Angeles Sheriffs Uepal-tinent Ininate Welfare Fund QWF) was 
established pursuant to the State of Califo~nia Penal Code Section 4025. The major sources 
of revenues of .tile IWF arc co~nposed of commissions receiver1 fionl contracted telephone 
sei-vices and colllrnissary sales and vending machine sales which are for tlie inmates' tlsc and 
benefit. Additionally, the lrtmatc Welfare Fund receives reimburselneiit from Hacienda La 
Puente Unified Scliool District for ADA (average daily attendailce) rnoney that it receives for 
inmates that receive educational services, The expendit~ires of the lVtiF are governed by lhc 
California Penal Code Section 41125 which states that "The money and property in the inmate 
welf~dre rtind shall be cspei~ded by the sheriff primarily for the benefit, education, and welfare 
of the im~ldes confined within the jail. Any funds that are not needed for the welfare of tlie 
inmates may be expended for tlie maintenance of count): jail facilities. Mainlenance of 
c0unt.y jail facilities may include, but is not Iiniited to, the s a l a ~  and benefits of personnel 
used in the programs to benefit the inmates, including, but not li~iiited to, education, drug and 
alcohol treatment, welfare, libraq, accourlting, and ot1:er prograins deemed appropriate by 
the sheriff.." 

Stillting with tlle fiscal year beginning .Filly 2000, fifiy-one percent oftlle annual rC\T revenue 
was assigned so!ely and esclusively to programs for the benefit, welfare: rehabilitaf:ion, and 
education of jail inmates. The remaining forty-nine percent of the annnai IWF revenue is 
carmarlted solely for jail ~nairrtcnarlce. According to tlie po!icy, only the excess rzveniies are 
allocated for jail maintenance, and programs wil! contiriue to have funding priority over jail 
113aintenance as required by the State of California Penal Code Section 4025. 

The 11l1~1ate Weifare Commission (IWC) cjversees the expenditures for inrnatc prt!grams, 
inc.luding btlt not limited to eclucationnl, rehabilitative and other expenditures for the welfare 
and benefit of the inmates. Tllc Sheriffs Correctional Services Divisionl County Counsel 
representative, and Budget Aritllority oversee the expenditures for jail maintenance. 

The governmental fund finat-icial staterrlent is presented on the modified accrual basis of 
accounting. Under tile modified accrual basis of accourlting, reveliues are recorded when 
susceptible to accrual i.e., both measurable and available. "Available" means collectible 
within the current period or wit2iin 60 days af?er year-end. Expenriiturcs are recognized under 
the ~~lodified accrual basis of accounting when the related liability is ir>curred. l ' l~e exception 
to tl~is general rule is that principal and interest 011 general obligation long-term debt, if my, 
is recognized when due. 



COLWTY OF LOS ANGEL-ES SMI?RIFFIS DEPARTMENT INMATE WEI,F.Afll' FIJNII 
NOTES TO FMANCIAL STATEMENTS 

JUNE 30.2007 

NOTE 1 SIJM?/IA K Y  O F  SIGNIFICANT ACCCOUNTING GPOLIC1lEs (Continued) 

Th?  TWF is reported as a special revenue govcrnmental type fi~ncl of' the Coi~nly of Los 
Angeles. Special revenue Rrnds are used to account for the proceeds of' specific. revenue 
sot~rces tliat are legally restricted to expenditures for specific put-poses. Governmental fu~icls 
are presented using t l ~ e  fl~w occurrent financial resources measurement foc~is .  Cicrie~.alIy tliis 
means only current assets and current liabilities arc included on tile balance slieet. 
Governmeiital timd operating staternelits f o c ~ ~ s  on rrleasi~ring changes in financial position. 
rather tlian net income. Tile operating statement present increases (revenues and ortier 
fi~laiicing sources) and decreases (expenditures and otllar financing uses) in net current assets. 
The unreserved Iirnd balance is a tneasurernellt of available spendable resources. 

I). Ch!jiparative Data 

Co~nparati\/e iota1 data for the prior fiscal year has been presenter1 in ccrtain of the 
accompanying financial statcnients in order io provide an understanding of changes i:l the 
IWF's financial position and operations, Also, certain prior fiscal year a~notints liave been 
reclassified to conform with the current fiscal year iinaricial statement presentations. 

'i'he rn:Garity of tile IWF's re\ienues are derived from commissions from a few telei~lione and 
vending ~ ~ ~ a c h i r i e  companies. For ths fiscal year eiidcd June 30, 7007. tlie percentage of 
revenues received from each of the foIlo\vii~g companies to total revenues were: 

I'eiccntage of toral 
Revenue Svtlr'ce re~cnues rcceivcd 

ATkT Phonc Curntriission 
Canteen Conunission 
Vending bl aciiirie Cornn?ission 

The preparation of financial statements in conformity witli accounting pririciples generally 
accepted in the United States of America scquires nianagcment to tnake est i~r~ates  and 
assurnptions that affect the reported amount of  certain assets and liabilities and clisclosurc of 
contingent assets and liabilities at the date of  the basic financii~i staterncnrs. and the related 
rcported a i~ io i~nts  of revenues and expenditures/espenses during the reporting period. Actual 
results could dil'fer from those estimates. Mal~agement believes that tlie estimates arc 
ieasonahle. 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INFvIATE WELFARE FUND 
NQ1'ES 'f0 FBIANCIAL STATEMENTS 

JUNE 30,2007 

NOTE I SUMMARY OF SIGNIFICANT ACCOGNTING POLI5:lES (Col~tinued) 

G Encumbrances 
Encumbrances are estimations of cost related to u~lperformed contiacts [b r  goods and 
sewices. Tliese commitments are recorded for budgetary control purposes. Encumbrances 
outsta~~ding at fiscal yea1 end arc reported as a reservation of tlre fund balancc. 7'11eq 
represent the estimated anlour11 of the expenditure ultimately to result if tanperfortned 
coniracts in proccss at fiscal >ear end are completed. They do not collsiitute expenditures or 
estiirlated Itabilities. 

NOTE 2 EJQIJ11'Y IN CASH AND POOLED INVESTMENTS 

The 1U.T casil is included in the County's balance sheet as "Eq~~ity in Cash and I'ooled 
Investments". The County maintains a cash mci investment pooi for all funds of tlie Couniy- and 
olher agencies for which the Cotmty treasury is the depositor)-,. Interest earned on the pooled funds 
is allocated and credited to these funds cluarterly. Furtiler disclosures regarding the County's cash 
aid illvesttnents are incltlded in the Notes of tlie County's ilrscal year ended June 30: 2007 
Comprehensive Annual Fiiinr~cial Report. 

NOTE 3 FUND BA4LANCE 

Fund Ba!ances in govcrntnental 5111ds are resenled for two purj?oses: I )  cvhere cc~tain amounts are 
legally committed for specific fitture uses, sucll as outsta~lding purchase orders (encumbrances], 
continuing appropriations, capital projects, or debt service; and 7) wilere assets are not available iilr 
appropriations because a,) tlie): llavc been advanced to another fund; b.) they are ~lotlcurrent 
rcccivabies; or c.) they have becn expended as inventosy or pi.epayineilts. 

N O  4 TRANSFERS OUT 

Transfers to support the operations of otl~er li~nds are recorded as "Transfers Out" and are classified 
as "Other Financing Uses." 

NOTE 5 DUE TOiFiiOM COl&XY OF LQS '4NGELES 

Due toJfrom Coulit? of I,os /ingeles consists of t.spend~tures and revenues that have been paicl or 
seceivccl or) l-rehalf of ' t l~e  Inmaic Welfare Fund, b!, tlie County of Los Angeles wcl !late not yet 
been tratlsfcrred to the Inmate ii'elfare Fund as of the fiscal pear ended June 30,2007. 

NOTE 6 CAPITAL. OUTLAY 

Cap~tal outlay consists of cspeaditures of equipment, machinery, and vehicles. I he Inmate Welfare 
Fund does not capitalize these expenditnres, but rlle County of 1,os Angeies (wl~icll the Lnrnate 
'itleKare Frmd is a funci OF) does capitalize capital outlays. Please see tlie County of Los Atlgeles 
Comprehensive Annual Financial Report for hither i~lformation regarding capital outleys. 



COUNTY OF LOS ANGELES SHERIFF'S DEPARTMENT INblATE WELFARE FUND 
NOTES TO FINANCIAL STATEMEFTS 

KPlE  30.2007 

NOTE 7 SUBSEOUENT E\.rENTS 

The Inmate Welfhre Fund has an ageenlent with the Hacienda La Puente Ilnifred School District 
(District) to estahlisli, supervise, and maintain classes for adult educatio~i and to provide testing, 
guidance. and educational vocational services at tlie Sheriffs Faciliiics. The Inmale LVelfare Fund 
tnakeS quarterlj paynlet~ts throughoul the fiscal ycar (based on an estimated amount determinccl 
prior to the start of the fiscal gear) to reimburse the Disrrict for Ihe cost of services provided for 
inmates. After the fiscal year cncl, tlie District determines the actual anlount expended for the 
Tnrnate t'irelfi~re Fund arid talies this difference and adds in the amount that the State reimbursed tile 
District for the Average Daily httenda~lce (ADA) oftlle inmates. This amount is refunded back to 
the 1111liatc Wclfare FLI I I~ .  'Tile 2006J2007 refund, wliich consisted of $2,489.180. was paid to the 
Inmate Welfare Fund on April 30, 2008. This ar~lo~i~l t  does not include the avcrage daily 
attendance reirnburscn~cnr that the District received fro111 the Slate w11ic11 will stif1 need to be 
refunded back to the Inmate Welfare Fund. 

NOTE 8 COMMITMENTS 

The Tnrnate Welfare Fund has an a_ereeinent with the Hacienda La Puente Unified Sci1onl District 
(District) to establish, supervise, and rnaintain classes for adult education atid to provide testing, 
g~ t ida~~ce ,  and educational vocatio~icll services at the Sheriffs Facilities. Tlle In~nate Wclfare Fund 
makes quarterly payments throughout the ftscal year (based on an estimated a ~ n o u ~ l t  determined 
prior to the start of the fiscal year) to reimburse tile District for the cost of setvices provided for 
inmates. After the fiscal year end, the District determines the actual amount espendcd for the 
inmate Welfare Fund nntl takes this differcrlce and adds in the amount that tlie State reirnbursed the 
District for the Average Daily Plttendance (ADA) of the inmates. 

The Inmate Welfare Fund has a contract wit11 A?'&'T in which it receives a an annual amouilt for 
tclc~hone ca~nmissions which is based on the contract terms. For the period December 13. 2006 to 
December 12; 7007, the annual contract amount was $1 2.932,438. 

The Inmate Welfarc Fund has a contract with a third party tl~at provides goods (food and other 
products purchased by inmates) in which the ~ e n d o r  sells goods to [he inmates and provides a 
commission based 011 the total sales to the Inmate Welfare Fund. 

NOTE 9 ADJUSTMENTS TO eCAPS -.- 

The followirclg adjustments were boolied to tlie financial stafcmcnts of tile Inmdte Welfare Fund but 
were not included in tllr eCAPS: 

Account Name 1)escription 
Interest Receivable Incrcasc of $488.390 due to an understatement of intc~est revenue 
Inwstment Income Increasc of 5485.390 due to an understatement of interest rcvcnue 
Accounts PayabIe Increase of $70,411 due to an understatement of expenditures 
Me] cllnndise for Resale Increase of $70,41 I due to an urtderstntement of expenditures 
Deferred Revenue Inc~ease of $5,948,911 d~le to an overstatement of revenues 
Com~nissions Decrease of $5,948,92[ due to an oilerstatement of revenues 



PARTNERS 
RONALOA LEVY, CPA 
CRAIG A HARTZHEIM, CPA 
HADLEY Y HUI, CPA 

%. MOSS, LEVY & HARTZHEIM LLP 
CERTIFIED PUBLIC ACCOUNTANTS 

9107 WlLSHlRE RLVD., SUITE 400 
BEVERLY HILLS, CA 90210 

TEL: 310 273.2745 
FAX: 310.273.1689 
viwvl.rnihcpas.corn 

INDEPENDENT AUDITOR'S EKEPORT ON JNTERNAL CONTROL OVER 
FINANCIAL REPORTING iiM1 OitT CQLIIPLIANCE iiND OTEKER MATTEXIS 

BASED ON AN AUDIT OF FWAINCL;1JI, SI'ATERIENTS PERFORRW,D 
IN hCCORD,&NCE WITH GOYERn'il-IE1YTrl ULllTIlVG ST/llCDARDS 

Wendy L. Wata~~aba  
Auditor-Co~ttroller 
COLIII~~.' of Los Angeles 
Los Plngeles, California 

We have audited the accompanying balance sheet of the County of Los Artgeles SherifPs Department Inmate 
Welfare Fund [lWF) and tile related slalemerlt of' leX;eiiues, expenditures. and changes in fund balance as of and 
for the fiscal year ended June 30. 2007, and llave rssucd our report rhcrcon dated April 30, 2009. We conducted 
our :?udit in accordance with auditing standalds genera!ly accepted in the United States of Atnerica and thc 
star~dards applicable to financial audits contair~ecl in Gsverirrtlerrt A~irliting Stmzcln~a's, issued by the Coniptroller 
Gencrcll of tlie United Slates. 

Internal Control Over Financial Reporting 

In planning and perforining our audit. we considered the IJVF's internal con1101 over financial reporting as a bas~s  
for designing our auditing procedures for the purpose of cspiessing our opinions on the financial statements, but 
not For thc purposz of eupresslng an op~rlion 011 tlie effectiveriess ol'Il?e ILW's internal conlrol over fillancia1 
reporting. Accordingly, we do not expless an opinion on tlle effectiweness of the I \W's  internal control o w r  
financial reporting. 

i'i control cteficiency exists when the design or operation oT a control does not allow managemenl or enlployces, in 
t11e normal course of performing their assigned iilnctioris, to prevent or dctect misstaie~nents 011 a timely basis. A 
sigriificant deficiency is a control deficiency? or co~obination of control deficiencies, that adversely affecrs the 
IMT's ability to initiate, authorize, record, process, or repo1-t financial data reliably in accordance wit11 generally 
accepted :~ccounting principles s~ich that there is more than a reruote likelihood that a misstatement of the IWF's 
financial statcrnerlts that is more tllan inconsetj~~entiai will not be prevented or detected by the IiYF" internal 
control. 

A material tveakncsi; is a significant deficicncjl, or combi~laiion of significant deficiencies, thal rest~lts in inore 
ilian n rerrtote likelihood that a amalerial inisstaternent of the financial statements will not be prevented or detected 
by the IWF's internal coj~trol. 

Our coiisideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and woirld not necessarily identifji all deficiencies in internal control that might be 
significant deficiencies or material wealcnesses. We did iiot idelitif) any deficiencies in internal control over 
financial reporting that we consider to be r-tiateriiil weaknesses, as defir~ed above, 

We noted certain other matters t l ~ a l  we reported to the County of Los Angeles in a separate report dated April 
30,2009. 

The lnmate W e l f t ~ e  Ftlnd's responses to the findings identified in onr audit are described in a separate report 
dated April 30,2009. We cljd not audit the ItxlF's responses and, accordingly, we express no opinion on then]. 
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Co~n_pliance 2nd (Ither Matters - ------ 

As part of obtaining reasonable assurance about whether the financial stateriicrits of Ihe ILVF are free of ~nateri~li 
t~~isstaternent, we performed tests of i t s  compliarice witti certain pro\~isions of laws, regulations, contracts and 
grants. noncon\pliance with which could have a direct and material efrect on the cielerrnination of financial 
statement amounts. However, providing an opii~ion on compliance with those provisions was not ari oh.jec~ive of 
out. auciit, and accordingly, we do not esprcss such an opinion. The results of o u r  tests disclosed instances of' 
noncompliance or other matters that 'are required to he reported llnrler Gol!€1~1117?e171 /li/dijiii/7g .Slc~ni~ords ancl are 
reported in a separate i s s~~ed  report dated April 30, 2009, 

FPliis repon is intended for tlic infi~rination and use of thc  Management of the County of I,os Angeles, ihe Boaid of 
Supe~visors, Auditor Controller (Audits Division). and the Irlmatc LVelfare Cotninission and is nor intcnderl to be 
and sliould not bc usecl by anyone other than these specified parties. 

Moss, Levy ' I-larrzhein~. LI,P 
Btverly Hills, Caiifornia 
Apr.il 30. 2009 




